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IMPETUS OF FEDERAL SPENDING 


Government in the next eighteen months contains 

answers to many questions, even though the 
answers given are far from conclusive. In particular, the 
plan provides some significant facts for appraising the 
impetus that can be expected from the government at 
this juncture. How great will be its stimulus to general 
activity? How much will it push the closely related 
problem of defense in the ballistic missile age? How 
much of an answer does the Budget provide to the 
challenge of Sputnik? 

The tenor of the 1959 Budget’s response to these vital 
matters is moderate and optimistic. It charts no “crash” 
program to bolster economic activity, to regain unques- 
tioned superiority in super-weapons, to conquer outer 
space with utter speed. While the Budget holds im- 
portant trump cards in reserve for the inevitable con- 
tingencies, many of its essential assumptions—future 
tax bases, Congressional enthusiasm in an election year 
for retrenching welfare and “pork barrel’”’ programs, and 
others—are open to question. 


Teo FINANCIAL plan for operating the Federal 
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Receipts and expenditures of the nation's largest enterprise 
will be in precarious balance for the next two fiscal years. 
Assuming highly optimistic levels of incomes (see below), 
there will be a small red figure of $400 million this year, 
and a modest figure in black of $500 million next year. 

From the broad economic point of view, the new national 
spending program does not foreshadow any strong or per- 
vasive change in the influence of government upon the 
course of economic activity. But the Federal Government 
will be exerting a moderate stimulus as compared with last 
year, when a $1.6-billion surplus was attained. (The cash 
method of appraising the government’s impact on the 
economy departs only narrowly in effect from the more con- 
ventional form of accounting and results in a figure only 
slightly more in the black.) 


(oe 19) 


A step-up in both government outlays and new orders 
obviously lies ahead. But the long lead times required to 
develop and produce today's armament will constrain the 
. trend of actual public outlays, which will rise slowly. The 
Administration, in fact, plans to hold post-Sputnik defense 
4 outlays in 1959 to only $1 billion more than those of the 
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The Upward Tilt in Federal Spending 


Fiscal years 
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Source: Bureau of the Budget 


current fiscal year, and only $2 billion more than those of 
last year. (In the current half year, Defense Department 
outlays will be less than 1% above the level of the past 
half year. For fiscal 1959, the increase over 1958 will be 
only 2.4%.) 

Moreover, the rate of total spending in the neat six 
months will not be appreciably different from that of the 
past six months—less than 2% more. In addition, the sea- 
sonal depredations of the tax collector will actually enable 
the government to take in $6.3 billion more between Janu- 
ary and next June than it will be returning to private 
coffers. 

ohms) 


In terms of orders placed and private activity stimulated, 
the long-range trend of the government's impact will be 
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moderately upward. The near-term shot in the arm of a 
doubling in orders for major military hardware will impart 
an upward bias to private activity long before completed 
missiles and supersonic aircraft require either progress pay- 
ments or final settlements in Washington. In view of the 
volume of orders now to be let, considerably greater cut- 
backs in conventional defense and nondefense than have 
thus far been accomplished would appear necessary to avoid 
higher totals of budget spending in the years beyond 1959. 


OF 0 


In both 1958 and 1959, public spending will set new peacetime 
records if highway dollars, which are now segregated as 
trust fund disbursements, are added back into the Budget’s 
totals as they formerly were. In fact, 1959 will be the fourth 
successive year of rising government spending. 
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Tax collections will also reach successive new peaks—not 
just for peacetime but for all time—provided business activity 
and individual income rise as fast in the months ahead as 
the President's advisers currently anticipate. Actually, the sag 
in business activity has already made its mark on Budget 
accounting—for the latest estimate for 1958 is a downward 
revision of the amount of receipts anticipated as recently 
as last fall. 

While no change is expected in revenue from corpora- 
tions in the fiscal year ahead, a $9-billion rise in personal 
incomes and a tax bite of $1.3 billion from that increase 
are expected. The $10-billion increment from intervening 
economic growth and inflation that will accrue to the 
Treasury in 1959 over its 1958 income will match, almost 
dollar for dollar, the growth in expenditures over the same 
period. 
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Congress is now asked to boost appreciably new-spending 
authorizations, most of which will become expenditures after 
1959. It made available $70.2 billion in new money in 1957. 
For the current fiscal year, it has provided $67.7 billion. Now 
it is asked to increase the accounts of government agencies 
by $79.1 billion.4 

Most of this increase, however, will not have immediate 
repercussions. Some of it, in fact, is largely of a book- 
keeping nature and some merely raises permissible spend- 
ing ceilings without requiring that the spending reach the 
ceilings. The Department of Defense, for example, is ex- 
pected to boost its rate of obligation for all military pur- 
poses next year to $41.1 billion, only fractionally above the 
current year’s figure of $40.8 billion. In terms of dollars 
paid out, Defense Department military programs will 
similarly show very little change in the next eighteen 
months. In the wake of Sputnik’s “beepings,” the present 


1 Some $6.6 billion of this figure is to supplement the fiscal authority 
for 1958, boosting that year’s total to $74.4 billion and leaving a net 
figure of $72.5 billion for 1959. Only $1.8 billion of the additional 
money for 1958 is intended for defense 
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plan calls for only a $900-million increase next year over 
this year’s total outlays, for a total of $39.8 billion. The 
volume of orders yet to be placed, however, would indicate 
higher levels of outiay beyond 1959, given no offsets 
elsewhere. 

Last year, the Administration’s initial request for new 
1958 Defense Department funds was subsequently pared 
down from $38.4 billion to $36.8 billion, and Congress 
eventually approved $35.5 billion. A supplement of $1.3 
billion is now pending for 1958, and slightly more than $39 
billion is now requested for next year. There are consider- 
able indications that Congress may be disposed to grant 
even more. 

A firm upward tilt, in short, is to be given to the level of 
funds available for future spending. All told, some $5 
billion will be added to the 1957 level in 1958 and 1959 
combined, if the Administration’s plan prevails. 
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An even more significant set of facts for the business outlook 
lies in the procurement phase of the Budgets totals. From 
a level of about $5 billion for the first six months of this 
fiscal year, new orders for military hard goods (major pro- 
curement, as it is officially termed) will nearly double in the 
current six-month period. In the half year beginning next 
July, they will level off around the $7.5-billion range. 
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_On a calendar-year basis, major procurement orders will 
rise from the $12-billion total for 1957 to $17 billion or $18 
billion in the current year. The major step-up is to occur 
in the immediate months ahead. This impact will derive 
not so much from any over-all increase in funds voted or 
in the expansion of basic plans as from a speed-up in the 
rate of obligating and spending the funds already on the 
books. 

Last spring, when the economy forces were in the 
ascendancy, a series of cutbacks, stretch-outs and cancella- 
tions was set in motion. These steps were accompanied by 
what appeared to be a partial “freeze” of new orders and by 
restrictions in progress payments on existing orders. The 
restrictions and so-called “‘program adjustments” check- 
reined spending and orders let in second-half calendar 1957. 

In the July-September quarter, for example, hardware 
orders were down to a mere $2 billion. Now, with former 
ceilings discarded and with renewed emphasis on defense, 
orders initially scheduled and authorized for the current 
year will be forthcoming. The modest boost in the over-all 
program will also begin to be felt, a boost that is to extend 
into 1959. 
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While over-all Defense Department military spending will 
undergo a gradual increase—from $38.4 billion in 1957 to 
$38.9 billion this fiscal year and $39.8 billion next year—the 
composition of the defense dollar will undergo more marked 
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change (see charts).1 Missiles and electronics—the Sunday 
punches of modern defense and warfare—will continue their 
sharp increase at the expense of conventional weapons. 
Even aircraft will take a second successively smaller share 
of the total pie. 

Such changes, though, will be largely offsetting (see 
chart). The current year’s procurement bill will rise only 
$200 million over last year’s bill, and the hardware total 
of $13.8 billion in 1959 will actually be slightly under that 
for 1958. Similarly, the costs of maintenance and operation 
of the military establishment, of military public works, of 
reserve forces, and of the central defense activities will vary 
little over the period. 

But higher payrolls, partly offset by reductions in man- 
power, will edge personnel costs wpward. In addition, 
research outlays will make both the largest relative and the 
largest absolute increase in the nonprocurement area, ad- 
vancing nearly $400 million between 1957 and 1959. 
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The absence of marked change in total budget outlays over 
the next eighteen months also assumes success of a major 
effort to hold the line in nondefense spending—an effort 
requiring a reversal of the tide of recent years. Recommenda- 
tions in this area are, of course, dependent upon Con- 
gressional acceptance, and eventually upon the willingness 
of state and local governments to accept responsibilities 
which the Administration proposes to shift to them. Given 
these assumptions, the Budget forecasts nondefense outlays 
of $28 billion for 1959. 

A hold-the-line policy involves both big ““if’s”’ and basic 
reversals in recent Congressional attitudes. For one thing, 
to attain a no-change position it will be necessary to over- 
come long-standing opposition to postal rate increases, of 
an order sufficient to boost revenues $700 million and put 
the system on a pay-as-you-go basis. Without such action, 
nondefense outlays will rise by that amount. 

It also requires abstinence from voting new public works 
in an election year, as well as outlay refusals for countless 
other politically enticing programs of federal activity. 
Finally, the success of a hold-the-line policy also depends 
upon the favorable outcome of a variety of “open-end” 
activities wherein eventual costs are determined not by 
Congressional action but by general economic conditions 
and by recourse to price supports, housing assistance, and 
other “‘stand-by’’ federal aids. 
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The fiscal program proposed for the months ahead contains 
elements of flexibility greater than those normally involved. 
It entails the establishment of abnormally high contingency 
funds and unprecedented authority to transfer as much as 


1 Over-all national security—atomic energy, foreign military aid, 
and stockpiling, as well as military outlays—will move in step. Next 
year, the total cost for protection and readiness will rise nearly $1 
billion from this year’s $44.9-billion level to stand $1.4 billion above 
1957 
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$2 billion of defense money to projects other than those 
designated by Congress should the President determine that 
sufficient needs exist. It forecasts that by June 30, 1959, there 
will be an authorized but unspent balance of some $40 
billion, a considerable part of which could be stepped up 
and spent at an earlier date. While the Administration makes 
no overt reference to “pump-priming” plans in its Budget, 
there will exist among other resources a backlog of more 
than $12 billion in approved public works. 
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Federal trust funds and credit activities will reach new highs 
in 1958 and 1959. For the first time since they began opera- 
tions on a significant scale, trust funds will pay back to the 
public virtually as much as the sum of what they withdraw 
in taxes and contributions and earn in interest on accumulated 
reserves. The cost of recently liberalized OASI benefits will 
send those outlays ahead of receipts for the first time in 
that major sector of the trust fund area (scheduled increases 
in payroll taxes in 1960 will restore at least a temporary 
balance). One of the newest members of the trust fund 
group—that for highways—will be operating at a deficit, 
considerably ahead of the initial schedule for its operations. 
These highway fund disbursements in 1959 will exceed 
collections of earmarked taxes by $300 million. 

While it is assumed that new commitments of federal 
money or credit under present programs will turn down 
slightly in 1959, the total amount of federal credit outstand- 
ing will increase another $6 billian to reach a total of $79.5 
billion. One third of the new commitments—which in 1959 
will total $16.5 billion—will be in direct loans. Two thirds 
of this $16.5 billion will be in aids to housing. 
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The underlying economic forecast of the Budget is a rosy 
and reassuring one. Its assumptions about scores of specific 
federal programs and expenditures are generally optimistic 
and moderate. On the revenue side, it relies heavily upon a 
considerable upturn in economic activity in the near future. 

The Treasury expects to collect $2 billion more in 
revenue neat year than it will collect in 1958. To do so, 
its expectations of a substantial wpturn in personal in- 
comes must materialize. Less crucially, a notable improve- 
ment in corporate income must also occur. There will have 
to be an upturn in personal income from an estimated level 
of $343 billion in 1957 to an average of $352 billion in 
1958. Since 1958 began at an annual rate probably some- 
what below $343 billion, the forecast implies a rate next 
December certainly above $352 billion, possibly above $360 
billion. A corporate income level of $42 billion is assumed 
for both 1958 and 1959. But since 1958 probably began at 
an annual rate below this figure, both a turnabout and a 
considerable advance will be required to bear out the 
assumption. 
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Finally, the 1959 budget holds out little hope of stimulus from 
the direction of tax reduction, although subsequent statements 


emanating from Washington have somewhat modified this 
picture. The Budget itself makes no promise of lower taxes, 
and apart from relatively minor modifications does not even 
mention tax reduction. 

Instead, the Budget speaks in terms of a hoped-for 
ability to avoid future tax increases. Subsequent statements 
have indicated that tax reduction at the price of unbalanced 
budgets would be countenanced if economic conditions 
warranted such stimulus. 

Turopore R. GatEs 
Division of Consumer Economics 


Business Forecasts 
General 


Bruce A. Gimbel, president, Gimbel Brothers, Inc. (The 
Commercial and Financial Chronicle, January 16)—“The 
feeling of uncertainty which has permeated the business 
atmosphere during the last half of 1957 is resulting in a cau- 
tious attitude with respect to 1958. Just as the nation benefited 
in the 1954 recession from the built-in stabilizers of unemploy- 
ment insurance and social security benefits, the cushioning 
effect of these stabilizers will be evident if the trend towards a 
business downturn continues into 1958. The uncertainty with 
respect to business provided the justification for an easier 
credit policy as evidenced by the action of the Federal Re- 
serve banks in reducing the discount rates. While this action 
in itself has not eased the credit strain, it is evidence of further 
easing measures that will be taken to maintain the economy 
of the country on an even keel. 

“Any further decline should come to a halt by the end of the 
first half of 1958, from which point momentum should begin 
to gather for a further upward swing in the nation’s economy. 
With respect to the department store industry generally, 
many downtown stores will probably have difficulty making 
last spring’s sales figures, but these small declines will probably 
be more than balanced by expanding volume in the suburban 
branches. The latter half of 1958 may well provide opportun- 
ities for increased volume in both suburban and downtown 
units.” 
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The Iron Age (January 16)—“Just about everything hap- 
pening in the gas industry these days is a new record. The re- 
sult: the industry is spending more than ever for expansion. 

“The American Gas Association reports about $2 billion 
will be spent this year by utilities and pipeline operators. In 
the four-year period through 1960 they will spend about $8.7 
billion. This also is a record. 

“In the four previous years 1953 through 1956, the industry 
spent $5.3 billion. And in the four years before that the total 
was $4.7 billion. 

“The gas men should have little trouble finding the money 
to pay for their ambitious plans. Revenues in 1957 hit a new 
high. The $4.014 billion taken in was 4.2% better than the 
previous high, in 1956. 

“The average number of gas utility customers in 1957 was 
30.4 million. This is up 3% over the previous year. Total at 
the year’s end was 30.9 million. Robert W. Otto, president of 
American Gas Association . . . figures the industry will have 


(Continued on page 54) 
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Business Highlights: 


CONSUMERS AND THE OUTLOOK 


at this writing, gross national product fell sharply 
in the last quarter of 1957—for the first time 
since the fourth quarter of 1953. 

While the decline was pronounced, some aspects of it 
were nevertheless encouraging. Of the $6-billion quarter- 
to-quarter decline in the annual rate of GNP, fully $5 
billion could be accounted for by the reversal of inven- 
tory demand from accumulation to liquidation. By the 
same token, it might be said that “final demand’”’—the 
aggregate end-product purchases of consumers, business 
and government—was virtually unchanged from the 
third quarter. 


A Stage on the Way 


If these tentative estimates turn out to require no 
important revision, then at least one of the conditions 
for a short-and-sweet recession is present; that is, the 
reduction in operating rates has brought output below 
the level of demand, and is permitting a fast liquidation 
of stocks. 

If it is assumed that general business conditions have 
undergone no important environmental changes since 
1953, it might be argued that the rate of liquidation of 
inventories in the fourth quarter points clearly to a 
third postwar cycle not greatly different from its prede- 
cessor. However, a large number of experienced ob- 
servers of the business cycle would argue that the 
environment itself has changed. The case for this cau- 
tionary view rests on the well-documented downtrend of 
capital expenditures of business—a downtrend that is 
likely to be given more substance when corporate profit 
figures for late 1957 become available. 

While the rate of change in inventory demand cer- 
tainly dominates the fourth-quarter statistics for gross 
product, it remains true that inventory did not play the 
precipitating role in this recession that it did in mid- 
1953. Conversely, plant and equipment spending, which 
is widely considered to move in longer cycles than inven- 
tory, has played an initiating role now, but not in 1953. 
What now remains to be seen is the effects on business 
of an initiating decline in capital goods, compounded by 
a decline in inventory demand. For this, there is no very 
close postwar parallel. 


A this to the tentative estimates available 
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To the extent that any consensus now exists on the 
shape of the business trend for 1958, it appears to be 
that some time during the year rising defense spending 
will offset declining outlays for plant and equipment, 
and that the urge to get rid of business inventories will 
gradually be satisfied. This pattern makes good sense, 
but it rests on an assumption the validity of which bears 
close watching in the weeks and months ahead. For if 
consumer demand should weaken significantly in the 
first half of 1958, it will take cumulating reductions in 
output to keep inventories in a declining trend. 

The fastest, spasmodic part of the decline may thus 
be over, or nearly over: the inventory trend has been 
sharply reversed; and plant and equipment outlays are 
declining. With the causal part of the downturn already 
worked into the trend of business statistics, the question 
now is whether consumers and their spending will brake 
it, or accelerate it. Income and consumption rates in the 
personal sector are thus the strategic statistics of the 
first half of 1958. 


Who’s Unemployed? 


At the end of 1957, unemployment, as measured by 
the Census Bureau, amounted to 3,374,000. This meas- 
ure is based on a revised definition, for which compar- 
able figures for earlier years are not available. Using the 
definition of earlier years, unemployment was 3,140,000 
or about 660,000 more than at the end of 1956. 

Between December and February, unemployment 
characteristically rises by about 23%. This suggests that 
apart from any further cyclical decline in business condi- 
tions, the present Census measure of unemployment for 
February, 1958 (a figure which will be released about 
March 10) might be in the neighborhood of 4.1 million. 
If the rate of cyclical disemployment that has prevailed 
in the past several months is assumed to continue in 
January and early February, the average level of unem- 
ployment reported for February may be in the neighbor- 
hood of 4.5 million. While the figure for unemployment 
is volatile, and hence an elusive target for projections, 
the 4.5-million figure is considered by many analysts to 
be the midpoint of the range of probabilities. A sig- 
nificantly lower figure would suggest an abatement of the 
business decline; a higher figure, that it has accelerated. 
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A level of unemployment of about 4.5 million may or 
may not set off legislative fireworks in Washington; but 
even a moderately higher level—perhaps 300,000 to 
500,000 higher—would greatly augment the likelihood 
of fireworks. What is happening to unemployment in the 
first ten weeks of the new year is thus another critical 
element in the outlook for later in the year.! In fact, one 
is inclined to suspend judgment about the last half of 
1958 until a clearer picture of government’s reaction to 
unemployment, at its seasonal peak, is available. 

Apart from its potential impact on the rate of govern- 
ment spending and on tax legislation, unemployment is 
obviously an influence playing on the rate of consumer 
demand, particularly for hard goods, but perhaps also 
for such semidurables as apparel. One of the striking 
features of the onset of the 1954 recession was the firm- 
ing of consumer expectations (as reflected in their pur- 
chases of durables) in early 1954, after a sharp but brief 
decline in late 1953. In the first postwar recession, 
consumer expectations, as reflected in their purchases of 
durables, appeared to be hardly affected at all. 

Whether the consumer sector will exhibit, in early 
1958, the buoyancy of early 1954 depends in some 
measure on how seriously consumer psychology is af- 
fected by unemployment, as well as how seriously 
aggregate incomes in the consumer sector are hurt. And 
these considerations, in turn, depend on how fast unem- 
ployment rises; on how long the average duration of 
unemployment becomes; on whether the loss of jobs is 
confined to the fringe of the labor force, or reaches into 
the area of experienced workers with family responsi- 
bilities and larger budgets. If postwar American pros- 
perity is built around the emergence of a massive new 
middle class—perhaps symbolized by highly paid, experi- 
enced industrial workers in major industries—the im- 
pact of unemployment on spending may grow progres- 
sively greater if and as layoffs approach this central 
segment of the labor force. 


By Duration .. . by Age Group 


e Among the variety of unemployment figures that are 
likely to undergo close scrutiny in the months ahead is 
the set of Census statistics on unemployment by 
duration. 

As of December, the average duration of unemploy- 
ment was 10.3 weeks, or somewhat less than the average 
in December, 1956. But the reduction in the average 
does not lend itself to any simple conclusions. The 
“average” itself disguises a wavelike pattern in the 
statistics. As of December, the shape of the wave pat- 
tern in the distribution of unemployment by duration 


1 Weekly data on insured unemployment at mid-January suggest 
total unemployment of about 4,000,000 


Diffusion Index Hits New Lows 


Tur ConFERENCE Boarp’s diffusion index fell toa new 
low for the year in December. Preliminary estimates put 
the December index at —3.83, which compares with 
—3.25 in November. 

All twelve components comprising the index declined 
in December. Production of paper and allied products, 
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the only indicator that had shown strength in recent 
months, turned downward in November. New orders 
for durables, freight carloadings, and average hours 
worked in durables, have been in a consecutive decline 
for six months or more. Three components — average 
hours worked in nondurables, spot commodity prices 
and industrial stock prices — have decreased continu- 
ously for four months. 

The diffusion method of summarizing the behavior of a 
large number of individual indicators is described in the 
Board’s Technical Paper Number 5, “Cyclical Diffusion: 
A New Tool for Business Analysis.” A revision of the 
original index, as described in the Technical Paper, ap- 
peared in the May, 1957, issue of The Businese Record. 


J.R. 


was somewhat different from a year ago. About 12% of 
the unemployed of December, 1957, had been without 
a job for less than two weeks, as compared with 916% in 
December, 1956; 7.¢., the layoff rate in November and 
early December was higher in 1957 than in 1956. This 
addition of “low-duration” unemployed acted to 
reduce the “average” duration of all unemployment. 
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In late 1957, labor turnover rates had assumed the 
pattern typical of a period of business adjustment and 
uncertain labor trends. The quit rate was sharply lower 
than a year ago, and the layoff rate sharply higher—so 
much higher that the total separation rate was almost 
double the accession rate. The gross accession rate in 
manufacturing industries was about 2.1 per 100 em- 
ployees, as compared with 3.0 in late 1956. In view of 
the low rate of accession now prevailing, the average 
duration of unemployment may now be rising, despite 
the tendency of new layoffs to reduce it. In any event, 
it is fairly clear that the so-called “hard core” unem- 
ployment groups—those unemployed more than ten 
weeks—will be much more substantial in January and 
February than they were a year ago, and perhaps as 
high as at any time in the postwar years. In December, 
1957, “hard-core” unemployment was about as high as 
in December, 1954. It was more than twice as high as in 
December, 1953, but not so high as in December, 1949. 


e Unemployment by age group, sex and marital status 
is also worth a close look in coming months. As of the 
end of 1957, unemployment among women was moder- 
ately higher than a year ago; female unemployment as a 
percentage of the female labor force was about 4.4%. 

Male unemployment was substantially higher than a 
year ago, and amounted to about 5.3% of the male 
labor force, as compared with 3.7% a year earlier. 
Among men, increases in unemployment were small in 
the age groups 18-24, but quite sharp in the groups 
25-34, 35-44, and 45-54. At later ages, unemployment 
was little changed from a year ago. In the age groups 
25-54, unemployment averaged well over 4%, as com- 
pared with less than 3% a year earlier, and considerably 
under 3% in late 1953. 

While the highest level of unemployment among men 
was in the 25-34 age group, in terms of percentage of the 
labor force the peak unemployment rate was in the late 
teens, where it was about 13.5%. This suggests that in 
addition to the effects of layoffs, unemployment has 
been swelled by some backing up of young entrants into 
the labor force in search of employment. 


Who’s Employed? 

As of December, 1957, total nonagricultural employ- 
ment was about 650,000 below a year ago, and almost 
1 million below the employment peak of August, 1957. 
Since the August peak, declines in employment have 
been widely spread throughout the nonfarm economy. 
About half of the total drop has occurred in manufactur- 
ing industries (about 400,000 in durables lines, and 
100,000 in soft goods); a persistent but not rapid decline 
has characterized employment in trade, construction 
and mining activities. . 
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In November and December, the decline in the num- 
ber of production workers in manufacturing industries, 
which had been in progress throughout the year, sud- 
denly accelerated to about 150,000 a month. Pro- 
nounced declines occurred in lumber and wood products, 
machinery and textiles, but virtually every manufactur- 
ing industry reduced its level of factory employment. 

At the same time, the average workweek of factory 
workers declined further from its depressed October 
level, in a period when it usually rises. Despite a further 
rise in average hourly earnings, average weekly earnings 
in manufacturing industries in December were actually 
below the level prevailing a year earlier. In most other 
industry classifications for which weekly earnings figures 
are available, the rate of earnings in late 1957 was 
moderately higher than in late 1956, but in most of 
these industries there had been little month-to-month 
change in earnings for several months. 


Consumers and Their Attitudes 


This anatomy of the consumer, in his capacity as an 
earner of income, discloses a number of reasons why he 
may now be a cautious spender. Playing on the personal 
sector as a whole is a rising level of unemployment, a 
notably lower level of hours worked, and among em- 
ployed production workers a lower weekly pay check. 

These conditions in the labor market are summarized 
broadly, and surprisingly insensitively, in the monthly 
statistic on the rate of personal income. Personal income 
reached a peak of $347 billion in August; since then it 
has slipped almost imperceptibly downward to about 
$343 billion at year end. Total labor income has declined 
about $3 billion, and dividend income about $2 billion 
(reflecting a reduction in the rate of year-end extras, 
which may be partly recouped in the early months of 
1958, when extras are not important). 

These declines have been offset by a small rise in 
interest income, and a more considerable rise, amount- 
ing to almost $2 billion, in transfer payments—the figure 
which includes social security payments and unemploy- 
ment compensation. Even excluding transfer payments, 
the decline in personal income over the last three or four 
months has amounted to less than 2%. 

Thus far, the impact of recession on consumer incomes 
is hardly very appreciable.! However, consumers as well 
(Continued on page 57) 

1Jt should be borne in mind that the Commerce Department’s 
personal income figure is extremely broad; it includes considerable 
amounts of nonmonetary income, and a considerable amount of in- 
come that is committed in advance to certain uses. The income figure 
which is relevant to analysis of changes in the level of consumer spend- 
ing is much smaller. A Conference Board series on “Discretionary 
Income,” which excludes income which is committed in advance or 
is spent for necessities, such as food and shelter, runs at about one 


third of the level of the personal income figure, and apparently de- 
clined about 8% during the last half of 1957 


Durables Backlogs: 


THEIR INFLUENCE ON SALES RATES 


DECLINE of about 29% from peak to trough in 
new orders for durable! goods occurred in both 
1948-1949 and 1953-1954. Since August, 1956, the most 
recent peak, the rate of ordering has already declined 
that much. During the past three months, new orders 
for durable equipment have been on a plateau of about 
$12 billion per month—the lowest monthly rate since 
the first quarter of 1955, and conspicuously below the 
present rate of shipments. 

However, durable goods producers as a group have 
entered 1958 with what appear to be substantial back- 
logs. Unfilled orders in these industries amounted to 
about $48 billion at the end of 1957, or roughly three 
and one-half times the level of monthly sales. Should 
these backlogs be expected to sustain the current rate of 
shipments even if, as is now the case, new orders fall 
well below the current sales rate? Given the present 
level and composition of new business, is the current 
level of backlogs a stimulating or sustaining force? The 
answer to these questions lies in the historical relation- 
ships between backlogs and sales, and between backlogs 
and new orders. 


Sales and Backlogs in Two Recessions 


Sales in the durables manufacturing sector showed 
equal declines of 22% for 1948-1949 and 1953-1954. By 
November, 1957, sales had declined about 10% from 
the peak rate of January, 1957. The fact that the turn- 
ing point in sales lags behind that of new orders by 
several months suggests that sales may continue to drop 
in the early months of 1958. Another $2 billion could 
in fact be cut from the present monthly sales rate of 
$13.5 billion before sales reach a low point (relative to 
their preceding peak) comparable to the 1948-1949 and 
1953-1954 recessions. 

Durables backlogs declined 33% and 41%, respec- 
tively, from peak to trough in the 1948-1949 and 1953- 
1954 recessions; currently, they have declined about 
20%. Although the current decline in backlogs bears 
some similarities to the 1948-1949 period, there are 
significant differences. Then, as today, durables sales 

1The peak in durables manufacturing industries usually occurs 
several months before the peak in general business. New orders in 
durables reached their peak in June, 1948, while general business 
activity hit its high in November; new orders hit their peak in Janu- 
ary, 1953, compared with a July, 1953, peak for general business. 
Currently, perhaps owing to the flatness of trends in the industrial 
sector prior to their 1957 downturn, the time between the peak in 
durables new orders and the peak in general business has apparently 


been lengthened 


were outrunning new orders, but in 1948-1949 the gap 
developed because of rising sales rather than falling 
orders. In effect, an improved supply situation was in- 
ducing a steady reduction in the time required to fill 
orders. Backlogs were thus moving toward a “normal” 
level, in contrast to an abnormally heavy accumulation 
of backlogs during the postwar rush for civilian goods. 


The Better Analogy 


Present-day relationships in durables manufacturing 
appear to correspond more nearly to the 1953-1954 
period than to the 1948-1949 period. During 1951 and 
1952, backlogs were substantially inflated by defense 
orders, which were superimposed on a rising level of 
demand for producer goods in 1951, and of both pro- 
ducer and consumer goods in 1952. The cessation of 
hostilities in Korea brought with it sharp cutbacks in 
defense backlogs. Moreover, the fear of shortages and 
the resulting placement of duplicate orders had led to 
artificially inflated backlogs for civilian goods and raw 
materials. These backlogs also suffered severely when 
the supply situation eased. 

Currently, as in 1953-1954, canceled orders, coupled 
with a decline in gross incoming business, have been 
responsible for accentuating the decline of backlogs. 

In November, 1957, the backlogs-to-sales ratio, which 
measures in a rough way the average time elapsed be- 


Peak-to-trough Changes for Durables Manufactures 
New Orders Sales 


-50 
% change 


“Per cent change from most recent peak to November, 1957 
Source: Department of Commerce 
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Durables Manufacturing Activity 
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tween receiving and filling an order, was 3.65; that is, 
durables backlogs were equivalent to 3.65 months of 
sales. This is approximately equal to the ratio in late 
1954, but much lower than in late 1953, when the 
previous recession was beginning. 


Interpreting the Ratios 


How are these backlogs-to-sales ratios to be inter- 
preted? When the ratio dropped to 2.40 in late 1949, an 
increase in the ordering rate was evidently needed to 
support the existing rate of sales. In October, the sales 
rate declined to the ordering rate, suggesting that back- 
logs were no longer providing any net stimulus to ship- 
ments. In other words, the volume of new orders for 
goods that could not be shipped from the shelf was no 
longer exceeded by shipments of such goods against 
orders placed in earlier months. The October decline 
in sales thus stabilized the backlog, and in fact, raised 
the ratio of backlogs to sales. By year end, new orders 
had recovered (for reasons related to inventories rather 
than to backlogs) and a new round of expansion was 
in progress. 

In late 1954, much the same set of changes occurred, 
although at higher levels. When the backlogs-to-sales 
ratio fell to 4.0 at mid-1954, sales declined sharply to- 
ward the rate of new orders, arresting the decline in 
backlogs and actually raising the ratio of backlogs to 
sales. By late in the year, new orders had recovered 
(again in part for inventory reasons) and sales volume 
turned upward. 

In both periods, the ratio of backlogs-to-sales initially 
rose, and then temporarily leveled off (in 1949) or de- 
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clined (in 1954). This pattern apparently reflects the 
fact that sales volume recovered as fast as backlogs 
(in 1949), or faster than backlogs (in 1954). This in turn 
suggests that late in a recession, when unfilled orders 
have been greatly reduced, the sales rate becomes highly 
sensitive to a change in new orders. At the end of both 
postwar recessions, new orders apparently recovered 
first in those industries that customarily ship from the 
shelf, rather than in industries characterized by long 
lead times.! 


The Mix of Backlogs 


In 1948, the bulk of durables backlogs was un- 
doubtedly for civilian goods; since mid-1950, defense 
items have dominated durables backlogs. Over the long 
term, the change in the mix of backlogs—now heavily 
weighted by long lead-time defense materiel —has clearly 
raised the dollar backlog requirement per dollar of 
shipments for the durables sector as a whole. 

In November, 1956, a backlog of $60 billion was asso- 
ciated with a sales rate of $14.3 billion. Sales were main- 
tained at this level even after $5 billion had been 
trimmed off durables backlogs and the backlogs-to- 
sales ratio had fallen from 4.2 to 3.8. This suggests that 
most of the decline in backlogs must have been in long 
lead-time items. In other words, change in the mix of 
backlogs, away from goods with a long lead time, per- 
mitted sales rates to be maintained despite the decline 
in the level of backlogs. 

More recently, the sales rate slipped somewhat when 
the backlog level went below $55 billion, and the decline 
in sales appears to have accelerated when the backlog 
level fell below $50 billion. By late in 1957, backlogs 
of short lead-time goods apparently were also shrinking. 


A Case in Point 


For confirmation of the importance of defense spend- 
ing in shaping total durables backlogs, one need look 
only at what has been happening to the transportation 
equipment industry in recent months. The economy 
wave of 1957 chopped away nearly $12 billion from 
durables backlogs through cancellations, cutbacks and 
a drying up of new military contracts. Of this $12 billion, 
about 60% occurred in transportation equipment in- 
dustries, which hold approximately one third of total 
unfilled orders. The primary metals, fabricated metals 
and machinery industries suffered less; they accounted 
for 16%, 6% and 18%, respectively, of the total decline 
in durables backlogs. 

In the first quarter of 1955, military aircraft com- 
prised 65% of transportation equipment backlogs; in 
the third quarter of 1957, they represented only 45%. 
This decline is obviously part of the explanation of the 
lower backlogs-to-sales ratio prevailing in late 1957 as 
compared to mid-1955. 


7 Another possible explanation may be that late in a recession 
finished goods stocks exist in sufficient quantity to accommodate a 
sudden improvement in new orders 


In November, 1957, a small rise in the rate of incom- 
ing new orders in hard-goods manufacturing can be at- 
tributed to the Defense Department’s post-Sputnik 
increase in order placement. Transportation equipment 
producers, particularly aircraft companies, benefited 
principally from the placement of new orders. Because 
of the long lead time involved, this improvement in or- 
dersmay have little influence on sales for several months. 


How Long Will It Persist? 


To summarize with respect to the influence of defense 
business on backlogs, in the four postwar years 1947— 
1950, direct defense expenditures averaged less than 
$15 billion, and the backlogs-to-sales ratio was con- 
siderably lower than at present. The advent of Korea 
and the continuous preparedness program that has pre- 
vailed in recent years have demanded annua! defense 
outlays of $35 billion to $40 billion. The “normal” level 
of backlogs in relation to sales has accordingly been ad- 
justed upward. 

The new generally higher relationship of backlogs-to- 
sales will undoubtedly persist so long as military pro- 
grams maintain their present relative importance in 
durables industries. However, short-term fluctuation in 
the defense ordering rate (reflecting budget exigencies) 
or in orders for civilian goods (reflecting the business 
cycle) produce changes in the mix of the total backlog, 
and hence also influence the backlogs-to-sales ratio. 


HyMANn STEINBERG 
Division of Business Analysis 


Business Bookshelf 


1956 Income by Counties in New Mexico—This is the 
second in a series of studies showing the amounts and 
sources of income in New Mexico and in each of its thirty- 
two jurisdictions. Used together, the two papers present 
comparable annual estimates for 1954, 1955 and 1956. By 
Vicente T. Ximenes. New Mezico Studies in Business and 
Economics No. 5, University of New Mexico, Albuquerque, 
New Mesxico, 1957, 48 pages. $2.00. 


Basic Pension and Profit-sharing Plans—A guide for the in- 
terested Jayman to the intricate tax aspects of pension and 
profit-sharing plans. The book includes an appendix con- 
taining the Treasury Department regulations related to 
such plans. By Leon L. Rice, Jr. and Edward H. Schlaudt. 
American Law Institute, Philadelphia, 1957, 148 pages. $3.00. 


An Expenditure Tax—‘“For what reason is there, that he 
which laboureth much, and sparing the fruits of his labour, 
consumeth little, should be more charged, than he that 
living idley getteth little, and spendeth all he gets.” Pro- 
ceeding from this quotation from Hobbes’ “Leviathan,” 
Mr. Kaldor points out the difficulties involved in taxing 
income and indicates how they might be better solved bya 
tax on expenditures. By Nicholas Kaldor. George Allen and 
Unwin Ltd., London, 1955, 249 pages. $2.93. 
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Table 1: Comparison of Revised and Original Department Store Sales Indexes, by Federal Reserve District 


Old New Old New Old 
Index Index Index Index Index Index 
Year vel Boston New York 
TET) od teh RS ees 98 98 99 99 99 99 
UTS Sat ea ne 104 104 101 102 103 103 
a yey iiehs cis Sia le « 99 98 100 99 98 98 
TERA Oe Sti eae ee 107 105 105 103 102 101 
[ALES ee ee ee 112 109 109 105 107 105 
NORGE At. el bee 114 110 110 104 104 101 
i) i a a oe 118 112 114 105 105 102 
LECDS is, Oo een pial 118 111 117 107 108 104 
ORGe Sr see, wets A 128 120 123 112 118 107 
1956 BPs ete ais Se 135 125 126 114 120 113 
IVA Soe e aa ee 136 . 127 122 110 124 116 
Upward revision for 1957.... 7H 11% 7% 
Year Chicago St. Louis 
UT ek Lea es 99 99 97 97 
eC  aCENE Ee en eee 104 104 104 104 
Pa Pee Sa 98 97 99 98 
Beet e Cc ate ons 5 «x 105 104 106 104 
POTS Rete ns ktatc, siete 110 108 111 107 
OD Oe tesak exclar ene tep aad ane 109 106 116 110 
LO) ee oe 114 111 121 112 
PUGS eR Se erence 3 oe 112 109 121 112 
MIDORI . take ca oes 122 117 132 121 
Dee pen eee Ae 128 123 138 127 
“AR LAh 4 feces pase aaa 129 123 138 126 
Upward revision for 1957... . 5% 10% 


New Old New Old New Old Old 


OO | | | OO 


Index Index Index Index Index Index Index 
Philadelphia Cleveland Richmond Atlanta 
96 96 97 97 97 97 96 96 
104 104 105 105 103 103 103 103 
100 100 99 98 100 100 101 101 
107 106 107 105 107 105 111 109 
112 109 114 110 115 113 117 115 
113 109 115 110 122 118 127 124 
117 111 119 113 127 121 131 126 
116 109 112 105 129 121 135 129 
125 117 122 115 140 131 149 142 
131 122 128 120 146 138 164 150 
132 123 129 121 149 140 169 154 
7% 7% 6% 10% 
Minneapolis Kansas City Dallas San Francisco 
98 98 98 98 94 94 99 99 
104 104 103 103 105 105 103 104 
99 98 100 99 102 102 98 98 
107 105 112 108 115 113 106 105 
107 104 117 111 120 117 112 109 
109 104 121 113 129 124 120 114 
110 104 123 112 132 125 122 115 
113 105 129 115 136 127 122 114 
117 109 140 123 149 140 132 123 
126 116 143 127 158 144 141 129 
128 117 142 126 161 150 141 130 
9% 13% 7% 8% 


* Comparisons of indexes for 1957 made for the period January—October seasonally adjusted 


Sources: Federal Reserve; The Conference Board 


Table 2: Department Store Sales: 
The South and West Have Gained Faster Than 
the Rest of the United States 


Per cent of Total 


Daily Average Sales Volume! 


1947-49 19572 1947-49 1957 
Boston........ 1,659 2,041 5.6 5.1 
New York..... 4,124 5,114 13.9 12.8 
Philadelphia. . . 1,823 2,406 6.2 6.0 
Cleveland. .... 8,256 4,200 11.0 10.5 
Richmond..... 2,151 8,183 7.3 79 
Atlanta. i.6...- 1,733 2,929 5.9 7.3 
Chicago....... 5,873 7,576 20.0 18.9 
St Louis... .'... 1,229 1,696 4.1 4.2 
Minneapolis. . . 896 1,147 $1 2.9 
Kansas City. . 1,317 1,870 4.4 4.7 
Dallas. cya 1,347 2,169 4.6 5.4 
San Francisco. . 4,084 5,758 13.9 14.4 
United States. . 29,492 40,089 100.0 100.0 


1 In thousands of dollars 
2 Estimated by The Conference Board 
Sources: Federal Reserve Board; The Conference Board 
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To convert the Federal Reserves’ monthly department store sales 
index for any district into an estimate of monthly dollar volume, 
multiply the daily average sales volume in column one (1947-1949) 
by the number of trading days in the month. Then multiply the re- 
sult by the unadjusted sales index for that month. 
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New Pattern of 
Department Store Sales 


eet revisions of department store sales indexes! have 

significantly altered the department store trade picture. 
As a result of the changes, the sales of these stores have 
risen 37% over the past eight years—a rate 23% greater 
than had earlier been reported. The new data also disclose 
that there were important shifts in the relative importance of 
these sales in the various sections of the country. 

For the United States as a whole, the revision has meant 
that the estimate of department store sales volume in 1957 
has been boosted 7%, but the extent of the changes has 
varied widely among the twelve Federal Reserve districts. 
Sales estimates for the Chicago district have been raised 
only 5%; for Kansas City the increase amounted to 138% 
and for the Atlanta and St. Louis regions 10% each. 

Conversion of the new indexes into dollar terms reveals 
that department store sales were about $12.3 billion in 1957 


(Continued on page 57) 


1 "Revision of Monthly Department Store Indexes," Federal Reserve Bulletin, 
December, 1957, pp. 1323-1352 


ADVERTISING IN THE CYCLE 


DVERTISING outlays in 1957, estimated by 
Printers’ Ink at around $10.4 billion, mark a new 
annual peak, and the fifteenth consecutive year-to- 
year increase. Since the mid-Forties the dollar volume 
of advertising has mounted at an average annual rate of 
11%, compared with 8% for retail sales, 7% for personal 
consumption expenditures, and 6% for gross national 
product. However, the annual rate of gain last year— 
around 5%—is one of the smallest in the postwar period. 
Outside the two postwar recession years 1949 and 
1954, when advertising expenditures rose 7% and 5%, 
respectively, annual increments in the past twelve years 
have ranged from 8% to 27% (see chart). The 5% rise in 
1957 seems to be more in line with gains of recession 
years, and considerably below par for the postwar period. 
Moreover, the increase in total advertising expenditures 
last year represents predominantly rate hikes rather 
than any real increment in volume. 


TIE-UP WITH BUSINESS CYCLE 


Advertising outlays have traditionally been respon- 
sive to changes in business conditions. They have shown 
a remarkably close relationship to retail sales, personal 
consumption expenditures, and national income. The 
close positive correlation between advertising outlays 
and the general economic climate has been especially 
pronounced in the postwar years.! 

While many industry and advertising executives have 


1See chart on page 252 of the June, 1956, Business Record 


Yearly Rises in Advertising Expenditures 
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urged that advertising outlays be stepped up when 
business activity begins to slacken, there has been no 
evidence that this principle has caught hold on a large 
scale. When sales start slipping, many advertisers seem 
to constrict rather than increase their advertising efforts. 


Radio’s Comeback 


A striking development in 1957 was the increase in 
the dollar value of radio advertising. Since the emer- 
gence of television, radio’s position as an advertising 
medium had been materially impaired. In each of the 
postwar years, annual percentage gains made by radio 
were significantly below the average for other media. 
And in the years 1953, 1954 and 1955, radio was the 
only medium that registered declines from the preceding 
year. Radio’s share of total advertising outlays fell from 
11.9% in 1947 to 5.7% in 1956. The improvement last 
year has pushed radio’s share to 6.2%. 

Television has made its deepest inroads on network 
radio. By 1956, after eight years of steady decline, ex- 
penditures for network radio advertising had declined 
to one third the amount spent in 1948. Most of the 


Shares of Total Advertising Expenditures 


1947 
Per cent of total; 1947 figure for television is rough estimate 
Sources: Printers’ Ink; McCann-Erickson, Inc. 
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Advertising Expenditures in the United States, by Medium 
Millions of dollars 


Farm Publications 


Total Newspapers | Magazines| Television Radio |—————__———| Direct Mail | Business | Qutdoor | Miscellaneous 
Regional | Total! Eapare 
iRas eitainle-« pits a emotes rere 1,475.0 492.9 506.4 19.5 48.7 579.0 232.5 121.4 833.0 
Hoag whlied ott woz" pao 1,749.6 512.7 ane 561.6 20.4 Dour 689.1 250.9 132.1 947.2 
a Tg a at 1,915.7 492.5 57.8 571.4 20.5 55.4 755.6 248.1 131.0 1,009.6 
ech eit as ae ey 2,075.6 514.9 170.8 605.4 21.2 58.1 803.2 251.1 142.5 1,125.3 
ee eee Prats 2,257.7 573.7 332.3 606.3 95.7 64.0 923.7 292.1 149.2 1,265.4 
een ea Mires 2,472.8 615.8 453.9 624.1 29.4 69.9 1,024.3 365.2 162.1 1,408.6 
oe Oe = : 2,644.8 667.4 606.1 611.2 $0.8 71.4 1,099.1 395.0 176.3 1,524.6 
ee ae »164.1 2,695.3 667.9 809.2 558.7 31.8 70.8 1,202.4 407.5 186.9 1,604.4 
peepee iii a ices 9,194.4 3,087.8 729.4 1,025.3 544.9 33.8 72.3 1,298.9 446.2 192.4 1,835.7 
“St ee 3,235.6 794.7 1,209.9 567.0 36.0 73.1 1,419.2 495.5 199.6 1,947.2 
de See eee eee 3,325.0 830.0 1,315.0 648.0 34.0 71.0 1,500.0 530.0 204.0 


- = : i ‘ : 
Advertising expenditures directed to the farm markets through national, regional and state farm publications. These figures are already contained in the other farm media 


totals and are not, therefore, to be included in the total 
Source: Printers’ Ink (compiled by McCann-Erickson, Inc.) 


money spent by advertisers on radio today goes into 
local broadcasts; about 60% of radio advertising out- 
lays is for local radio, as against 40% in 1947 and less 
than 25% in 1940. Spot radio now accounts for some 
30% of total radio advertising outlays, and network the 
remaining 10%. Dominance in radio advertising has 
thus been assumed by local advertisers. Many relatively 
small local businesses, such as retail stores, restaurants, 
etc., have probably not been attracted to television be- 
cause of the latter’s prohibitive costs to small firms. 

Recent losses of volume in network radio were thus 
partially offset by modest increases in spot-radio ad- 
vertising, and by fairly substantial increases in local 
radio advertising. Gains in spot and local radio just 
about maintained total outlays for radio advertising in 
1956 at the 1948 level. However, they were off some 10% 
from the 1952 peak. 


Its New Strength 


In 1957, total radio advertising reached an all-time 
peak, 4% above the previous peak in 1952, and nearly 
15% above 1956. The percentage rise in 1957 substan- 
tially exceeds that in any other medium, even television; 
1957 is the first year in which TV has not led all other 
media in annual rate of gain. While the bulk of the radio 
gain is attributed to increases in spot and local, even 
network radio showed an estimated gain of over 5%. 

The renewed strength of radio as a product-selling 
medium is probably largely related to cost factors. Radio 
is the only major medium that has been making rate 
reductions. In the past six or seven years, network radio 
time cost has declined nearly 50%, daytime spot-radio 
cost is down some 5%, and nighttime spot-radio cost is 
off by more than 50%. 

Of course, radio listening has also declined; home 
hours of radio use have decreased some 45% from 1950. 
(The decline in nighttime listening has been somewhat 
steeper than for daytime.) Since data for radio audience 
- coverage do not yet include automobile radios, the de- 
cline in radio listening is probably overstated. With 
around 55 million passenger cars on the road today, 


FEBRUARY, 1958 


compared with 40 million in 1950, time spent listening 
to radios in automobiles must have gone up consider- 
ably. 


Television 


In one decade television has been catapulted into a 
major advertising medium. Last year, $1.3 billion, or 
12.6% of the total United States advertising budget, 
went into TV. As recently as 1949, the earliest date for 
which TV advertising expenditures are available, only 
$58 million was spent on TV advertising. The growth in 
the TV audience has of course, been largely responsible 
for the burgeoning of this medium. In 1950, only 12% 
of United States households had a TV set and the num- 
ber of two-set homes was virtually negligible. Today, 
some 80% of the nation’s households have at least one 
set, and 5% have two or more sets. 

While heavy allocations for TV in advertising bud- 
gets have made their deepest inroads on radio’s share 
of the ad dollar, other media have also been affected. 
A decline in the shares going to magazines, business 
papers and outdoor advertising may be attributed in 
part to the billowing of TV. 


A New Experience 


Now, with the untapped TV market relatively small, 
a tapering off of advertising expenditures for this market 
has appeared. TV advertising in 1957 is estimated at 
about 9% above the previous year. This compares with 
hikes of 27% and 18% in 1955 and 1956, respectively. 
Annual gains in earlier years were still greater. The 
leveling off of TV outlays by advertisers probably re- 
flects an inevitable slowdown in the growth of the 
medium. High costs may have also been influential in 
limiting outlays for TV. 


Newspapers 


Newspapers continue to lead all other media as an 
advertising vehicle. About one third of total advertising 
expenditures goes to newspapers, or roughly the same 
proportion as a decade ago. Unlike magazines and tele- 


54 


vision, but similar to radio, the bulk of newspaper ad- 
vertisers are local firms—retail stores, banks, etc. 

While outlays for newspaper ads in 1957 were up some 
3% from 1956, ad rates rose around 5%, so that linage 
was down somewhat. 

An interesting development in recent years has been 
the blossoming of newspaper supplements. Last year, 
which was not a particularly expansive year for most 
media, advertising in Sunday newspaper supplements 
recorded a gain of 22% over 1956 in dollar volume, and 
13% in number of pages. 

An especially attractive feature of the Sunday maga- 
zine section from the advertiser’s viewpoint is its low 
distribution cost. Hence, advertising rates are markedly 
lower in the supplements than in magazines. 


Magazines 


Dollar volume of magazine advertising last year rose 
some 5% from 1956, but costs rose about 6.5%, indicat- 
ing a slight slippage in space purchased by advertisers. 

Magazines may be somewhat more sensitive to re- 
trenchment in business than most of the other major 
media. In the recession year 1949, magazine advertising 
fell off 3.9%, compared with an over-all gain of 7% by 
all media. And again in 1954, magazines showed no gain 
at all, as against a 5.3% increase for all media. 


Direct Mail 


Direct mail is second only to newspapers in dollar 
volume of advertising. Excluding only TV, it has en- 
joyed the sharpest increases of any medium in the post- 
war period. It is the only major medium, again exclud- 
ing television, that has expanded its relative share of 
total advertising in the past decade. The proportion of 
total advertising dollars going into direct mail has risen 
from 13.6% in 1947 to 14.4% in 1957. 


Farm Publications 


Expansion in farm publication advertising has lagged 
behind most other media. Dollar volume of advertising 
in this medium has risen some 50% since 1947, while 
total advertising outlays have risen around 140%. And 
in the past four or five years these outlays have leveled 
off. Growth of farm publications as a product seller has 
probably been stunted by the decline in farm population. 

A breakdown of national and regional farm publica- 
tions points up the different pace of increase between 
the two. Advertising expenditures for regional publica- 
tions have nearly doubled since 1947, while national 
publications have enjoyed a rise of less than 30%. Cur- 
rently, advertising in regional farm publications com- 
prises about half of total advertising in farm publica- 
tions, compared with 40% ten years ago. 


Other Media 


Advertising in business papers! has been trending up- 
ward at a rate more or less in line with the total for all 
media. Its share of total advertising outlays, about 5%, 


has remained relatively unchanged during the past five 
or six years but is down from 1947. 

Outdoor advertising has been rising steadily since 1949, 
but at a slower pace than most other media. One in- 
centive to heavier outlays for billboards and other types 
of outdoor signs has been the movement of people to 
the suburbs; commuting to the suburbs by train, auto- 
mobile, and bus has substantially expanded the audience 
for outdoor advertising. 

Partly counteracting this positive influence has been 
the growing opposition to billboard lines along highways 
on the part of civic groups. Although bills introduced in 
Congress last year to ban billboards on federally sub- 
sidized highways were not passed, billboards are not 
common sights on most of the super highways. 


Surrury S. HorrmMan 
Division of Business Analysis 


1 Industrial and merchandising publications make up the bulk of 
this category 


Business Forecasts 
(Continued from page 44) 


about 33.5 million customers by 1960. And by 1965 Mr. Otto 
expects about 38.25-million people, plants and institutions 
to be buying gas. 

“Both production and reserves followed the trend and hit 
new highs. Despite record output of 10.9 trillion cubic feet 
in 1956, the latest year available, reserves actually were bigger 
at the beginning of 1957, due to new discoveries. 

“The boost in business has resulted in more miles of pipe- 
line and underground storage facilities. The American Gas 
Association figures that $54 million were spent on underground 
storage facilities in 1957, running the total invested for this 
purpose close to $500 million.” 


Steel 


The Iron Age (January 16)—“The nation’s steel mills may 
have seen the worst of the steel inventory cutbacks by their 
customers. This ray of hope in an otherwise dark picture came 
to light this week. 

“Steel analysts figure that inventory cutting hit its peak in 
the fourth quarter of 1957; that from now on less of the steel 
chewed up by metalworking plants will be taken from inventory. 

“It is estimated that finished steel stocks held by industry 
dropped from a high of 22.5 million tons in the first quarter 
1957 to about 16.5 million tons at the end of last year. Heaviest 
cut—8.2 million tons—came in the fourth quarter. 

“Steel sources figure that industry will drop another 3 
million tons from inventory during the next three months. 
But only about 1 million tons will be taken from users’ stocks 
in the second quarter. 

“This means that user inventories of steel will be down to 
12.5 million tons by midyear—equal to the low point reached 
in the recession year of 1954. This is considered rock bottom 
for the current level of economic activity. 

“All this points to a pickup in steel shipments in the second 
quarter and a steady improvement in the second half. If steel 
use holds up this will almost certainly be the pattern. ...” 
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Executives Discuss: 


[Survey of Business Practices] 


WHAT IS A SOUND DIVIDEND POLICYe 


HE NEED for flexibility in dividend policy is 

emphasized by most of the 184 manufacturing 

executives participating in the Board’s latest sur- 
vey of business practices. Although 57% report that 
their companies aim to pay out a more or less fixed per- 
centage of each year’s earnings, many admit that “any 
‘rule of thumb’ as to the amount of earnings customarily 
paid out in dividends is a very rough one. We must also 
consider earnings in the immediate past and those antic- 
ipated in the future, and the need for retaining earnings 
for capital improvements and expansion.” 

The policy of several of the reporting managements 
is to average out dividends declared over a number of 
years at a certain percentage of earnings during that 
time. As a result, they are able to exercise their discre- 
tion in determining how much dividends to pay in any 
one year. For example, a building materials president 
writes: 

“Our common dividends average about 60% of our net 
income. To maintain this average necessitates a higher per- 
centage payment in years of lower-than-average earnings, 
and generally speaking we are prepared to do this for a 
limited time, as for example was the case in 1957.” 


As to Rules 


A sizable number (43%) of survey cooperators make 
no attempt at all to set rules on the proportion of 
earnings they expect to distribute in the form of cash 
dividends. As an executive in the iron and steel industry 
explains; 

“We would be very pleased if economic conditions would 
permit payment of dividends at a stable rate for an extended 
period of years. However, such stability and continuity is 
not always possible.” 


Size of Dividends 


Of those companies that indicate they do try to 
adhere more or less to a stated rate of net earnings when 
declaring dividends, the greatest number feel * “it would 
be desirable,” as one respondent puts it, “to retain at 
least 50% of our earnings in the business and to pay 
out as dividends approximately 50%.” The distribution 
among eighty-one companies that indicate use of a 
rough standard for determining dividend rates is as 
follows: 
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Dividends as Per Cent of Number of Per Cent 

Annual Net Earnings Companies of Total 
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An executive of one of the companies that pay a rela- 
tively low proportion of earnings in dividends explains: 


“Our company has enjoyed a rapid increase in sales and 
profits in recent years. To finance this expansion, our 
dividend payments have been a smaller percentage of 
earnings.” 


Frequency of Payment 


As to the frequency of their dividend payments, re- 
spondents show themselves overwhelmingly in favor of 
quarterly dividend distributions. Ninety-one per cent 
report that dividend disbursements are on a quarterly 
basis, 4% make them semiannually, 3% pay annually, 
and 1% adhere to some other dividend interval. One 
industrial equipment producer follows a cautious course. 
He writes that ‘‘while we endeavor to pay a dividend 
each quarter, we avoid using the term ‘regular’ divi- 
dend, both in respect to the amount and the interval of 
payment.” 


SIZE, STABILITY AND CONTINUITY 


Participants in the survey were asked to rate the rela- 
tive emphasis their companies place on: (a) the con- 
tinuity of payment; (b) the stability of rate; and (c) 
the absolute size of dividend. Sixty-six per cent of the 
participants who attempted such a ranking consider 
“continuity of payment of primary importance.” Those 
making up the second greatest number of companies 
(27%) agree with the president of a steel company who 
asserts: “I would say that the stability of rate is most 
important.” 

Several cooperating executives with the latter point 
of view indicate that the regular dividend rate is placed 
at a conservative level in their companies in order to 
assure its maintenance. For example, a wood products 
manufacturer writes: ‘In so far as possible, we have en- 
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deavored to keep the size of the dividend such that it 
could be continued at the same rate each quarter. If 
earnings justify, we declare an extra at the close of the 
year.” 

Similarly, a nonferrous-metals producer remarks: 


“For a number of years we paid an extra dividend at 
year end rather than increase the regular quarterly rate. 
This practice was followed for some time until we felt that 
a larger quarterly dividend could be maintained with reason- 
able certainty into the future.” 


The remaining 7% of the companies place primary 
emphasis on the amount in making dividend decisions. 
In addition, some other companies say that “continuity 
of payment, stability of rate and absolute size of divi- 
dends are all equally important.” 


STOCK DIVIDENDS 


About half of the participants in this survey follow 
the practice of issuing stock dividends. Of those who do, 
two thirds consider them as a substitute for cash pay- 
ments and one third as a supplement to cash payments. 

“Generally,” says the treasurer of a paper mill, “we 
regard stock dividends as a device to conserve cash and 
still permit stockholders to have the option of main- 
taining their investments in the company or taking 
cash.” 

Another company executive, in the industrial ma- 
chinery business, who stresses the expediency of stock 
dividends, writes: 


“We regard a stock dividend as a very poor substitute for 
cash dividends, but it does please the stockholders; we feel 
it is justified in this period when, because of heavy cash re- 
quirements for our expanding business, we paid out as little 
as a third of our earnings in dividends.” 


Looking at it strictly from the point of view of the 
stockholder, a steel company president considers stock 
dividends of doubtful value. “In the minds of most 
stockholders, a stock dividend is in the nature of a sub- 
stitute or supplement to cash dividends, but of course 
to the sophisticated it is declared only for psychological 
reasons and possibly for tax purposes.” 

Several companies mention the tax benefits afforded 
stockholders by stock dividend declarations. ‘‘For those 
shareholders who feel that they would like to have a 
greater amount of cash,” comments a manufacturer 
of metalworking machinery, “a stock dividend puts 
them in a position where they can sell some portion of 
their holdings. It also gives them an opportunity to take 
a capital gain on the amount liquidated rather than 
pay taxes on current income.” 


As a Supplement 


Among those executives who favor the issuance of 
stock dividends as a supplement to cash disbursements, 
an office equipment manufacturer cites these advan- 
tages: “Stock dividends afford a means of reflecting 


to stockholders the improved earnings results of the 
company and at the same time of conserving cash re- 
quired to help finance our rapidly growing business.” 

A maker of instruments and controls favors stock divi- 
dends as a supplement to cash payments because they 
“meet as equitably as possible the requirements of both 
the small and large stockholder. We do not feel that the 
small stockholder would be satisfied with a stock divi- 
dend as an outright substitute for cash dividends. But a 
balanced program of cash and stock dividends offers a 
degree of flexibility to all stockholders and at the same 
time conserves the company’s cash.” 


Unusual Reasons 


Several companies report that they disburse stock 
dividends on a more or less regular basis; other com- 
panies issue them only when unusual conditions dictate 
their use. The president of a food processing concern 
writes: 


“The only stock dividend we have paid in recent years 
was peculiarly suited to the results of that year. We had had 
relatively good earnings, but as a consequence of rather 
heavy capital investments there had been no change in our 
working capital position.” 


Another corporation, in the iron and steel business, 
prefers to “‘split its stock” rather than issue stock divi- 
dends, and does so then only “‘as a means of keeping 
the selling price of the stock in a moderate range and 
increasing its distribution.” 


Words of Caution 


A few of the cooperating companies advise caution in 
issuing stock dividends. “‘A number of years ago,”’ writes 
one such company, a builder of metalworking ma- 
chinery, “this company issued stock dividends, with 
the result that the amount of stock now outstanding is 
entirely too large in relation to the productivity of the 
plant.” 

A manufacturer of specialized types of industrial 
machinery adds his words of caution: 


“We believe that, to the small or even the average stock- 
holder, frequent stock dividends are an irritation. Fractional 
shares have to be dealt with, and the cost of sale per share 
of a small number of shares (if the holder wishes to convert 
the dividend into cash) is high. Hence our practice has been 
to transfer retained earnings to our capital account only oc- 
casionally and then in fairly large amount.” 


RETAINED EARNINGS FOR FUTURE GROWTH 


On balance, there appears to be a drift among the 
fifty-five cooperators reporting on this point, towards 
increased reliance on retained earnings as a source of 
growth capital. Seventeen of the fifty-five companies 
indicate that in the future they will depend more on re- 
tained earnings for growth than they depended in the 
past; only six say they will use it less. The remainder 
(thirty-two) report that their “policy will be to place 
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about the same reliance on retained earnings” as they 
placed in the past. The vice-president of one of the 
seventeen companies that expect to place more de- 
pendence on retained earnings explains: 


“Recently, our company has been keeping a greater share 
of earnings than formerly, a fact attributable at least in 
part to inflation, which makes it mandatory to retain a 
larger portion of earnings simply to replace facilities that 
are worn out.” 


Several cooperators justify their policy of retaining 
earnings for growth purposes with statements such as 
“the expansion of our company will, after all, benefit the 
stockholders in the future” and “‘we believe our stock- 
holders look to their holdings in our company as an 
investment which they hold for equity accumulation.” 


TOWARDS A SOUND POLICY 


The president of a machinery company expresses 
most cooperators’ attitude toward dividend practices 
with these words: “A conservative and realistic dividend 
policy based on earnings is of more benefit to share- 
holders than open-handed pay-outs.”’ 

Louis D. MarsHaLu 
G. CLtark THOMPSON 
Dwision of Business Practices 


Business Highlights 


{Continued from page 47) 


as businessmen find it necessary to forecast, and for 
much the same reasons. As of December, their forecasts 
appeared to be substantially lowered from what they 
were six months earlier, and their attitudes towards 
spending were accordingly less favorable. According to 
the December survey of the University of Michigan’s 
survey research center, 15% of consumers expected 
business conditions to worsen in the coming year, as 
compared with 9% in June, 1957; 20% expected “bad 
times” as compared with 11% in June; 30% considered 
themselves ‘‘worse off” financially than a year ago, as 
compared to 24% in June. 

With respect to opinions about buying conditions, 
27% considered this a poor time to buy household 
goods, as compared with 20% in January. Plans to buy 
new cars were reported less frequently than either in 
late 1956 or late 1955. Plans to buy used cars have also 
decreased in frequency since the spring of 1957. Plans to 
buy houses have grown less frequent. Prospective pur- 
chasers of household appliances and home improve- 
ments are about as numerous as they were six months 
ago. 

These indications are consistent with the findings of 
the Survey Research Center that consumer attitudes 
grew steadily less favorable during 1957 and by late in 
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the year were at levels comparable to those in the early 
stages of the 1953-1954 recession. Like the businessman, 
the consumer is in the process of projecting the existing 
downtrend in his situation into the future. It may be 
worth adding that the last time he was persuaded to 
reverse his forecast a tax cut was among the persuaders 
employed. 
ALBERT T. SOMMERS 
Division of Business Analysis 


Department Store Sales 
(Continued from page 51) 


lan increase of about $100 million from the previous year); 
they thus represented about 6.2% of total retail sales. 


The Growth Factor 


A major reason for the upward revision in department 
store sales was the use of the 1954 Census of Business as a 
bench mark instead of the 1948 Census. This change re- 


Growth of Department Store Sales, as Revised 
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Sources: Federal Reserve Board; The Conference Board 


sulted in the inclusion of anumber of stores that were formerly 
shown in the general merchandise and apparel categories. 
By 1954, these storesadded enough lines, or increased volume 
enough, to satisfy the definition of ‘department store’. About 
8% was thus added to the number of department stores be- 
tween the two Census periods. 


William B. Franklin 
Division of Business Analysis 


Europe and the Money Muddle—A comprehensive account 
of the development of various monetary plans in postwar 
Europe in the light of economic events. By Robert Triffin, 
Yale University Press, New Haven, 1957, 351 pages. $5.00. 


Markets and Mergers: 


THE CROWN ZELLERBACH DECISION 


Commission issued an order which, if upheld, 
will require Crown Zellerbach Corporation to 

divest itself of St. Helens Pulp & Paper Company, whose 
assets it acquired in 1953.! Since Crown is planning to 
appeal the order,? the Commission’s action will be re- 
viewed by the courts. A final decision, therefore, cannot 
be expected for a number of years. Meanwhile, the De- 
partment of Justice and the Federal Trade Commission 
must continue to exercise their enforcement responsi- 
bilities under the merger law, so it may be appropriate 
to review what led the Commission to its ruling. 

Before considering the Commission’s action, it may be 
helpful to note the legal background against which the 
decision was reached. In December, 1950, Congress 
amended section 7 of the Clayton Act to prohibit ac- 
quisitions of corporate assets by a corporation subject 
to the jurisdiction of the Federal Trade Commission 
where “in any line of commerce, in any section of the 
country, the effect . . . may be substantially to lessen 
competition or to tend to create a monopoly.” 

Enforcement of the new law began slowly. The first 
enforcement agency case took shape in June, 1952, when 
the Commission questioned Pillsbury Mills’ acquisition 
of Ballard and Ballard Company. The second was 
brought in January, 1954, and concerned a series of 
acquisitions by Luria Bros. and Company. The Crown 
complaint, issued in February, 1954, was third and is the 
first of these cases to be decided by the Commission. 

However, the Crown opinion has been preceded by 
eleven earlier rulings in cases initiated by the Commis- 
sion or by the Department of Justice under the new law. 
None of these has the stature or significance of the 
Crown decision. Indeed, of the eleven earlier cases, eight 
were settled by consent of the parties without findings 
of fact; injunctions to prevent mergers were denied by 
the courts in two cases; in the remaining case (Farm 
Journal), the Federal Trade Commission found violation 
of the law but was able to recommend only token 
remedies.$ 

The Crown opinion therefore represents the first de- 
cision in a case brought by one of the enforcement 
agencies under the new law covering acquisition of 


(): DECEMBER 26, 1957, the Federal Trade 
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assets where the Commission or the courts have acted 
on a relatively wide array of market data, where find- 
ings and conclusions concerning the competitive effects 
of a merger have been sharply contested, and where full 
divestiture of the acquired facilities has been ordered. 
As a test case, the decision is expected to go to the 
Supreme Court before the issues it raises are finally 
decided. 

Indeed, the Crown decision represents not only the 
first major ruling on an acquisition of assets, but is the 
first merger decision since the Supreme Court’s ruling in 
the du Pont (General Motors) case in June, 1957. Since 
the earlier case concerned a partial acquisition of stock, 
it remained for the Commission to take the initial step 
in translating this ruling into a broader decision con- 
cerning a total acquisition of assets. 

What then is the Commission’s view of the relevant 
facts and what are the tests it applied in ordering Crown 
to sell its St. Helens holdings? 


The Transaction 


On February 17, 1953, Crown reached an agreement 
with St. Helens’ board of directors which provided that 
Crown would offer to exchange its own common stock 
for shares of St. Helens. During the next months it 
acquired substantially all St. Helens’ stock at an ex- 
change value of approximately $9,557,000. St. Helens 
was fully merged into Crown on September 12, 1955.5 


The Companies 


Crown is engaged principally in the production and 
sale of pulp, paper and paper products. It ranks as one 
of the largest producers of paper and paper products in 

1 Final order of the Federal Trade Commission in the matter of 
Crown Zellerbach Corp. (Dkt. 6180), December 26, 1957 

2 The Wall Street Journal, January 4, 1958 

* The Federal Trade Commission hands down the equivalent of a 
lower court decision in cases initiated by it, while the district courts 
hand down the first ruling in cases initiated by the Department of 
Justice. Both such decisions can be taken to the Courts of Appeals and 
the Supreme Court 

‘U.S. v E. I. du Pont de Nemours and Co., et al., U. S. Supreme 
Court, J une 3, 1957; for a discussion of the economic issues in this case, 
see “Antitrust Polarity: The Two du Pont Decisions,” The Conference 
Board Business Record, July, 1957, p. 325 

5 Opinion of the Federal Trade Commission in the matter of C. 
Zellerbach Corp. (Dkt. 6180), December 26, 1957, p.2 a ee 
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the United States. It is a fully integrated producer of 
pulp, paper and paper products in this country, and 
through Canadian subsidiaries is also an integrated 
producer of plywood, lumber and lumber products in 
Canada. In its United States operations it owns and 
controls timber reserves, produces its own pulp require- 
ments, manufactures various kinds of paper, converts it 
into paper products and sells paper and paper products 
to converters, jobbers and others.! 

- Crown owns and operates western mills at three loca- 
tions in the state of Washington, two in Oregon, and 
two in California.? 

Net sales of Crown and its subsidiaries were over $400 
million in 1955. During the eleven years ending April 30, 
1953, its annual net sales had increased from approxi- 
mately $85 million to approximately $253 million. In the 
year ending April 30, 1953, it produced approximately 
395,000 tons of newsprint and other printing papers; 
332,000 tons of wrapping papers, 116,000 tons of tissue 
and sanitary papers and 51,000 tons of paperboard.* 

A wholly owned jobber subsidiary, the Zellerbach 
Paper Company, distributes a range of paper and paper 
products, including fine papers, newsprint, trade coarse 
papers, as well as a variety of other merchandise in 
California, Oregon, Washington, Arizona, Nevada, 
Idaho, Utah and Montana. 

Prior to its acquisition, St. Helens was a fully inte- 
grated company, located in Oregon, owning and con- 
trolling its own timber reserves, producing most of its 
pulp requirements, manufacturing various kinds of 
paper, converting this into paper products, and selling 
paper and paper products to converters, jobbers and 
others.® St. Helens manufactured and sold primarily 
bleached and unbleached kraft papers and such con- 
verted items as bags and towels.® 


Economic Issues 


In its du Pont (General Motors) decision, the Su- 
preme Court had held that the first step in appraising 
the competitive effects of an acquisition is to determine 
the relevant market; the second, to determine whether 
the market is substantial; and if it is, the third step is to 
work out the probable competitive effects of the merger 
in that market.’ 


1. The Relevant Market 


The “relevant” market, or area of competition, must 
be specified both in terms of product and geographic 
area. Indeed, if the market were not clearly defined, not 
only would the legal basis for determining the “line of 
commerce” and “section of the country” be infirm but 
the economic determination of where and how competi- 
tion might be affected would also be ambiguous. 
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a. The product market. The Commission found that the 
product market in question was the market for census 
coarse paper.’ It reached this conclusion despite the fact 
that Crown urged that the market should include all 
trade coarse papers.° 

While the distinction between these classes of papers 
is technical and specific to the industry, it may be noted 
that the term “census” coarse paper represents a nar- 
rower group of papers than the term “trade” coarse 
papers, of which “‘census”’ coarse paper is a part. 

The Commission held that census coarse paper repre- 
sents a “line of commerce,” in that all such papers are 
relatively allied, particularly with respect to markets 
and end uses. They generally relate, says the Commis- 
sion, to packaging and wrapping where flexible material 
is appropriate or desirable. Such factors as physical 
characteristics, markets, prices, and uses tend to dis- 
tinguish them from other papers and paperboard. Con- 
tainerboard, for example, which is included in trade 
coarse paper but not in census coarse paper, is used in 
the manufacture of paper boxes, particularly corrugated 
boxes. This paper, says the Commission, is ordinarily 
heavier than the run of wrapping and bag paper, and 
uses a higher proportion of waste paper, resulting in a 
generally lower quality product. The Commission states 
further that containerboard, on the one hand, and 
wrapping paper and bags, on the other, are sold to 
different types of users and through different merchan- 
dising channels. The Commission further points out 
that there is evidence of price variation as between 
census coarse paper and other paper and board included 
in trade coarse papers.” 

While the Commission noted that some census coarse 
papers can be used interchangeably with certain papers 
not classified as census coarse papers, it held that many 
such papers are unsuitable for purposes other than those 
for which they are made; e.g., toilet tissue. It found 
further that, although some papers not classified as 


1 Tbid., pp. 1 and 2 

2 Tbid., p. 2 

3 Ibid. 

4JTnitial Decision of the Federal Trade Commission Hearing Ex- 


aminer in the matter of Crown Zellerbach Corp., (Dkt. 6180), Febru- 
ary 26, 1957, pp. 5 and 6 

5 Opinion of the Commission, op. cit., p. 2 

6 Initial Decision of the Hearing Examiner, op. cit., pp. 7 and 8 

7U.S. v E. I. du Pont de Nemours, op. cit. 

8 “Census” coarse paper includes, according to the Commission, 
paper defined by the Bureau of the Census as coarse paper and in- 
cludes wrapping papers, bag and sack papers and other converting 
papers. (Opinion of the Commission, op. cit., p. 2) 

°“Trade” coarse paper includes, according to the Commission, 
both “census” coarse papers and special industrial papers, sanitary 
tissue and other tissue papers, and paperboard, including container- 
board, bending board, and other paperboard categories. (Ibid.) 


10 Opinion of the Commission, op. cit., p. 3 
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census coarse paper may at times replace certain census 
coarse papers, there is little actual evidence of such sub- 
stitution! The Commission therefore concluded that 
census coarse paper represents a distinct market cate- 
gory, and is a “line of commerce” in the sense of the 
law.? 


b. The geographic market. The Commission found that 
the geographic market in question was the eleven 
western states.? This area, said the Commission, “con- 
stitutes the greater natural market for the western pro- 
ducers of census coarse paper and is the market in 
which both Crown and St. Helens made the majority of 
their sales of this product.’’ 

Eighty-five per cent of St. Helens’ domestic sales in 
1952 were in these states. Crown also sold 80% to 85% 
of its products comparable to those produced by 
St. Helens in the same area. The Pacific Coast states 
alone accounted for 75.4% of St. Helens’ domestic sales 
in 1952 and for the greatest proportion of the sales of 
similar products sold by Crown in that year.® 

The Commission found that western mills producing 
census coarse papers sold their production principally in 
the eleven western states. It also found that sales of 
census coarse papers in this area by producers located 
outside the area were relatively insignificant because of 
the preferences of purchasers and the relatively high 
cost of shipping over long distances.® 

Crown had contended that the relevant geographic 
area was the United States as a whole, or the territory 
west of the Mississippi, basing its argument on the fact 
that neither St. Helens’ nor Crown’s sales were, or are, 
confined to the eleven western states. The Commission, 
however, ruled that the eleven western states are an 
appropriate “section of the country” as far as sales of 
coarse paper are concerned.’ 


2. The Size of the Market 


In the du Pont (General Motors) decision the Su- 
preme Court pointed out that the market affected by 
an acquisition must be substantial before section 7 of the 
Clayton Act comes into play. The Commission found 
that the market for census coarse paper in the eleven 
western states was substantial; it pointed out that pro- 
duction of coarse wrapping, bag, sack and converting 
papers in that area amounted to 437,384 tons in 1953, 
and that this represented 36.3% of all paper produced in 
that area in that year, exclusive of paperboard.® 


3. Characteristics of the Market 


Prior to the acquisition, Crown and St. Helens had 
both been substantial producers and sellers of census 
coarse papers in the western market. In 1953, Crown’s 


output of these papers had amounted to 225,276 tons, 
or 51.5% of western production, while St. Helens’ had 
amounted to 48,155 tons or 11%. The two together, 
therefore, accounted for 62.5% of western output of 
these papers in that year.” 

In 1954, Crown accounted for 53.2% of western pro- 
duction of these papers and the former St. Helens mill 
accounted for 10.8%—a total of 64%. No one of the 
nine other producers of these papers in the area came 
close to these figures. The next companies in rank after 
Crown, Longview Fibre Company, accounted for 17.6% 
and St. Regis Paper Company, for 12.3% of western 
production in these lines in 1954. No one of the remain- 
ing seven producers accounted for more than 3.2% of 
western production in that field in that year." 

Indeed, in 1954, Crown, St. Helens, Longview and 
St. Regis together produced 93.9% of all western pro- 
duction of these papers.” 

Of the four, however, only Crown, St. Helens and 
Longview sold a relatively broad line of the coarse 
wrapping, bag, and allied papers of importance to the 
jobbing trade. St. Regis sold only a limited selection of 
such papers, principally bleached shipping-sack paper; 
and Longview, while it sold a relatively long line, con- 

1 Ibid. 


2 It may be noted in this connection that the Commission’s defini- 
tion of the market as census coarse paper corresponds neither to 
standard trade usage nor to a specific classification in the Census 
Standard Industrial Classification system. Thus census coarse paper 
represents neither a four-digit industry, nora five- orseven-digit product 
class, as such. The Federal Trade Commission’s “‘census coarse paper” 
represents a combination of some thirty-two seven-digit product 
classes from the 1954 Census of Manufactures. The four-digit census 
category that includes these thirty-two product classes is industry 
2612, paper and board mills; and the five-digit census category that 
includes them is product class 26124, coarse and special industrial 
paper including absorbent paper 


° The three Pacific Ccast states and the eight Mountain states, 
(Opinion of the Commission, op. cit., p. 4, and Initial Decision of the 
Hearing Examiner, op. cit., pp. 29 and 30) 

‘ Opinion of the Commission, op. cit., p. 4 

5 Ibid. 


‘Ibid. The Hearing Examiner had stated that mills producing 
coarse paper not located in the west are at a serious disadvantage in 
attempting to sell western buyers, because of high freight charges and 
the preference, as expressed by a number of witnesses, for purchasing 
merchandise from western suppliers. He further stated that eastern 
suppliers would be handicapped in filling orders unless they main- 
tained complete warehouse stocks. While certain eastern suppliers 
such as International Paper and Hudson Paper, did make limited 
sales in the western area, sales of other eastern suppliers were sporadic 
and not significant so far as census coarse papers are concerned. He 
noted, however, that the failure of western production to keep pace 
with growing western demand had created a limited opportunity for 
eastern suppliers to enter the western market, despite the handicap of 
high transportation costs. (Initial Decision of Hearing Examiner 
op. cit., pp. 23 and 24) : 


7 Opinion of the Commission, op. cit., p. 4 

*U.S. v. E. I. du Pont de Nemours and Co. et. al., op. cit. 
® Opinion of the Commission, op. cit., p. 4 

0 Tbid., p. 5 

11 Tbid. 

2 Tbid, 
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Remedies Required 


Having concluded that Crown’s acquisition of St. 
Helens may substantially lessen competition or tend to 
monopoly in western census coarse papers the Com- 
mission ordered: 

uf 


Divestiture of St. Helens’ properties. Crown is ordered 
to divest itself of all properties and rights acquired as a 
result of the merger.! 

2, 


Divestiture of new installations. Crown is also ordered 
to dispose of as much of the plant machinery, buildings, 
improvements and equipment it has installed at the 
St. Helens mill “. . . as may be necessary to restore 
St. Helens Pulp & Paper Company as a competitive 
entity in the paper trade, as organized and in substan- 
tially the basic operating form it existed at or around the 
time of the acquisition.’”? 

Crown had urged that it was unreasonable to require 
it to sell property which it had added to and improved.? 
The Commission held, however, that a company could 
not avoid the remedies flowing from an acquisition that 
might substantially lessen competition or tend to mo- 
nopoly by adding improvements to it. 

The Commission, however, required only divestiture 
of that part of the additions to St. Helens as may be 
necessary to restore St. Helens to its pre-acquisition 
competitive form.® 


8 


Who may acquire. St. Helens cannot be sold to any 
one who, at the time of sale, is a stockholder, officer or 
employee of Crown or connected with or under the con- 
trol or influence of Crown, or any of its subsidiaries or 
affiliates.* Thus persons connected with Crown may buy 
into St. Helens, provided they first sever connections 
with Crown.’ 

4. 

Timber cutting, pending divestiture. Pending sale of 
St. Helens, Crown is required to refrain from cutting, 
removing or selling timber from St. Helens’ lands.® 


b. 


Compliance plan. At its own request, Crown is asked 
to submit a plan for compliance with the Commission’s 
order. Crown is also asked to suggest the dates by which 
the sale of St. Helens can be carried out.® 

Since, however, Crown will appeal the decision, the 
Commission’s order will not take effect until after the 
courts have had a chance to act on the case. 


1 Order of the Commission, op. cit., p. 1 

2 Ibid., p. 2 ! 

3 Crown had, for example, added new machinery and improvements valued 
at over $14 million—and this on an initial investment in St. Helens valued at 
approximately $9.5 million. (Opinion of the Commission, op. cit., pp. 2 and 8,) 

4 [bid., p. 8 

5 Order of the Commission, op. cit., p. 2 

6 Ibid. 

7 Opinion of the Commission, op. cit., p. 9 

8 Order of the Commission, op. cit., p. 2 re va 

9 Order of the Commission, op. cit., p. $, and Opinion of the Commission, 
op. cit., p. 9 
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verted a substantial portion of its output and sold job- 
bing paper to only three jobbers.! 

Other findings of the Commission concerning the 
western census coarse paper market upon which the 
Commission based its conclusions include the following: 


a. The western coarse paper market is characterized 
by price leadership; 7.e., western producers followed 
prices set by Crown, and Crown in turn followed prices 
in the eastern market so that prices of such products in 
the West were substantially the same as the prices of 
the same products in the East.? 


b. During 1955, Crown put its customers on an allot- 
ment system because at the time demand was greater 
than mill capacity. Allotments were based on each cus- 
tomer’s 1954 purchases, by grades. A customer could 
not transfer his allotment from one grade of paper to 
another if his own customers’ requirements changed. 
Later, Crown’s salesmen were instructed to accept 
orders for grades in excess of those a customer had 
bought in the base period or for grades other than those 
bought in that period, provided the customer’s total 
purchases did not exceed the 1954 base.® 


c. Prior to the acquisition, St. Helens had scheduled 
short runs of paper to fill particular orders. After the 
acquisition, Crown increased the minimum size of pur- 
chases required to obtain minimum prices, and on occa- 
sion refused to fill small orders. 


d. Crown also adopted a policy, according to the 
Commission, of making deliveries for paper distributors 
only in areas where the distributor maintained a ware- 
house, and would not ship direct to the distributor’s 
customers located in other areas.® 

There is no indication in the Commission’s opinion 
that any of these facts taken alone might result in a 
substantial lessening of competition; rather, the full set 
of findings appears to have been cited to demonstrate 
the interrelations of the information that the Commis- 
sion took into account in reaching its conclusions. 


4. Effects of the Merger 


Having found what market would primarily be af- 
fected, having established the substantial size of that 
market, and having outlined some of its characteristics, 
the Commission was then faced with the problem of deter- 
mining whether the merger might substantially lessen 
competition or tend to create a monopoly. This it did by 
considering in turn Crown’s market leverage and how 

1 Ibid., p. 6 

2 Initial Decision of the Hearing Examiner, op. cit., p. 24 

8 Ibid. 

4 Tbid., p. 25 

5 Ibid. 
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this leverage might affect other companies. A brief sum- 
mary of the principal points may be helpful in determin- 
ing the weight and pattern of considerations going into 
the decision. 


a. Market leverage. Crown’s market position, fortified 
by St. Helens’, appears to have been the fulcrum on 
which the Commission’s decision turned. Findings bear- 
ing on this question concerned the size of Crown’s and 
St. Helens’ shares of the market, the gap between the 
combined market position of Crown and St. Helens, and 
other western producers of census coarse paper, the few- 
ness of significant competitors in the field, and the 
paucity of alternative sources open to buyers. The Com- 
mission was also influenced by its finding that Crown’s 
position was unlikely to be substantially eroded or that 
the competition formerly offered by St. Helens would be 
replaced in the foreseeable future by imports of census 
coarse paper from outside the area, by increased compe- 
tition from companies inside the area, or by new com- 
panies that might produce the relevant products there. 
Indeed, the Commission found: 


1. Some of the companies listed by Crown as new 
entrants to the market since 1949 do not yet have mills 
producing in the West and others do not produce census 
coarse papers, or produce them in limited categories 
only. One such company, for example, is St. Regis, 
whose principal output in the census coarse paper line 
is shipping sack paper.! 

2. There is no indication that any new firm will pro- 
duce a relatively broad line of census coarse papers so 
as to become a substantial supplier for western jobbers 
and converters or will offer the form of competition 
exemplified by the extra services which St. Helens had 
provided.? 

3. Although Crown’s share of all papers and paper- 
board produced in the West had fallen from 33.4% in 
1947 to 29.4% in 1953, the Commission found that these 
figures were not relevant in terms of the census coarse 
paper market. It commented that during the period in 
question Crown’s total production had increased from 
approximately 568,000 tons to approximately 744,000 
tons and that there was no evidence that its position in 
western census coarse papers had declined.® 


4, Although many paper-making machines in use in 
the West are capable of producing a relatively wide 
range of papers and paperboard—and this may indicate 
a potential for increased competition from companies 
now producing papers other than census coarse papers— 
the Commission held that this is not a substantial factor 
to be considered. It pointed out that many paper mills 
produce in the fields for which they are most appro- 
priately equipped and “. . . it does not appear likely 


that substantial shifts in production are to be expected, 
at least under ordinary market conditions.’ 


5. Crown had urged that the merger could not have 
a significant effect on competition because St. Helens 
had been about to abandon production of census coarse 
paper at the time of the acquisition. 

But the Commission held that, although St. Helens had 
planned to manufacture other types of paper, it also 
planned to continue to supply its customers’ needs for 
the papers it had been producing, particularly its jobber 
customers.® 


6. Crown also contended that St. Helens was in 
financial difficulty at the time of the acquisition because 
of a modernization program which was more costly than 
originally anticipated and that St. Helens was having 
difficulty in raising additional funds to complete the 
program. Crown urged, accordingly, that the acquisition 
had not removed an effective competitor, but rather a 
company in a “failing” condition. 

The Commission found that, as of December 31, 1952, 
St. Helens’ total assets were more than $15 million and 
that its net worth was more than $9 million; that its 
annual net sales in the ten years prior to that date had 
increased from over $5 million to over $9 million; that 
beginning in 1929, St. Helens had paid dividends in every 
year except 1932. 

Finally, the Commission noted that there were no facts 
in the record clearly leading to the conclusion that St. 
Helens would have been unable to complete its modern- 
ization program.® 
b. Market mechanics. It appears that the Commission 
found that a substantial lessening of competition or a 
tendency to monopoly might result from the Crown 
acquisition because in a setting where there was 
already a significant gap between the share of Crown 
and other western producers, and where there were few 
significant competitors, the removal of an important, 
fully integrated supplier and the addition of this sup- 
plier’s facilities to Crown’s, would have substantial 
effects on the western coarse paper market. The Com- 
mission found in particular that Crown’s position has 
been strengthened, because its jobber division, the 
Zellerbach Paper Company, is a competitor of many 
jobbers for which Crown has become a major supplier 
and that with the elimination of St. Helens many job- 
bers and converters who formerly could look to St. 
Helens for census coarse papers must depend upon 


Opinion of the Commission, op. cit., p. 7 
2 Thid. 
3 Ibid. 
£ Thid. 
5 Ibid. 
* Opinion of the Commission, op. cit., p. 8 


BUSINESS RECORD 


Crown as a primary source at the same time that Crown 
is also a major competitor.! 


Relation to du Pont (G.M.) Decision 


While the Commission’s reasoning in the Crown case 
in a sense parallels the Supreme Court’s reasoning in the 
du Pont (GM) decision, the facts differ significantly. 

Thus, the earlier case concerned du Pont’s acquisition 
of 23% of General Motors’ stock, while the Crown case 
_ concerns acquisition of the whole of St. Helens’ stock 
and assets. The du Pont case concerned the effects of an 
acquisition in the national market, while the Crown case 
concerns the effects of an acquisition in a sectional 
market. Finally, the du Pont case concerned a vertical, 
supplier-customer relationship between du Pont and 
General Motors, while the Crown case concerns a 
horizontal, or competitor, relationship between Crown 
and St. Helens. 

Despite these differences the initial lines of reasoning 
followed by the Supreme Court and the Commission are 
similar; e.g.— 

1. Following the style of the Supreme Court’s rea- 
soning in the du Pont case, the Commission did not 
include all substitutes for St. Helens’ paper lines as part 
of the relevant market. Thus the Supreme Court con- 
fined the product market to automotive finishes and 
fabrics, while the Commission confined the product 
market to census coarse papers. 

Q. In similar vein, the Commission did not consider 
all destinations to which St. Helens was selling prior to 
the acquisition or all mill locations of producers shipping 
census coarse papers into St. Helens’ major market, but 
confined the relevant “‘section of the country” to the 
area in which St. Helens had made 85% of its sales and 
into which only a limited supply of census coarse paper 
was shipped from outside. 

3- The “substantiality” of the effects of the acquisi- 
tion was not found to rest upon the absolute size of 
Crown, or upon “bigness as such,” but to be a matter 
of relative size and practices in a specific market context. 

4. Following the lead of the Supreme Court, the 
Commission did not look for actual lessening of compe- 
tition or monopoly but rested with evidence it believed 
showed that there might be a lessening of competition 
or a tendency to monopolize. 

5+ Nor did the Commission look for evidence of “‘in- 
tent” to lessen competition or achieve a monopoly posi- 
tion—a necessary ingredient of a finding of a violation 
in a Sherman 2 case. As the Supreme Court stated in its 
du Pont decision, such “intent” is not necessary to a 
finding of a violation of section 7 of the Clayton Act.’ 


1 Jbid., p. 6 
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So much for the parallels with the Supreme Court’s 
reasoning in the du Pont case. The Commission, how- 
ever, went beyond such bare structural facts to consider 
the relationship between the semimathematical char- 
acteristics of the market and further details concerning 
problems of companies operating on the buyer side of 
this market. These included the fact that the four 
largest companies accounted for 93.9% of production in 
1954; that Crown functioned as a so-called price leader; 
that Crown refused to sell to customers of a jobber 
located outside the jobber’s trade area; that, on occa- 
sion, it refused to sell in small quantities; that, through 
the Zellerbach Paper Company, Crown was in competi- 
tion with a high proportion of its jobber customers and 
that jobbers desiring a wide range of products had no 
alternative western source of supply, and finally that 
Crown competed with its converter customers because 
it manufactures a wide range of converted items. 

The Commission does not suggest that any one of 
these events, taken alone, is unlawful—or that even 
taken together (lacking the merger) they would result 
in an antitrust violation. The Commission does, how- 
ever, appear to be saying that, given a merger—and 
given this set of structural and competitive character- 
istics of a distinct market—a substantial lessening of 
competition and a tendency to monopoly may result. 


v 


In its decision the Commission appears to have been 
seeking a balance between a simple per se ruling (7.e., a 
rule that relies heavily on relatively simple evidence 
with respect to size of company and percentage share of 
a narrowly defined market) at the one extreme, and 
full market study at the other. It has accordingly avoided 
a quantitative substantiality test; ¢e.g., a test based 
solely on the combined sizes of the two companies. It 
has, however, also avoided a broad-gauge definition of 
the market that would have reduced Crown’s measured 
share and has not given weight to potential competition 
that might offer significant additional sources of supply 
to western jobbers and converters of census coarse 
papers. Whether the Commission has adopted a work- 
able position will be examined by the courts on appeal. 


Berry Bock 
Division of Economic Studies 


2 “Similarly, the fact that all concerned in high executive posts in 
both companies (du Pont and General Motors) acted honorably and 
fairly, each in the honest conviction that his actions were in the best 
interests of his own company and without any design to overreach any 
one, including du Pont’s competitors, does not defeat the govern- 
ment’s right to relief. It is not requisite to a proof of a violation of 
section 7 to show that restraint or monopoly was intended.” (U.S. 9. 
E. I. du Pont de Nemours and Co., et. al., op. cit.) 


Announcements of Mergers and Acquisitions, December 11, 1957 — January 10, 1958° 


Acquirer 
Description and assets in millions 


Aberdeen Plywood & Veneers, Inc. 


n.d. 
(Newly formed) 


Advance Industries, Inc. ($2.5) 
Sonic, electrical and electronic 
equipment mfr. 

Altamil Corp. ($4.9) 

Missile and aircraft airframe 
components mfr, 


Aluminum & Chemical Corp. (n.a.) 


American Metal Climax, Inc. (n.a.) 
(Formed by merger of)? 


American Pulley Co. ($4.4) 
Power-transmission equipment 
and pressed-steel reels and spools 
mnfr. 


American Steel & Pump Corp. 


($7.2 
Carbon and alloy steel products 
mnfr. 


American Zinc, Lead & Smelting 
Co. ($36.7) 
Zinc, lead and other mineral sub- 
stances producer 


Anaconda Co. ($975.8) 
Nonferrous metals and metal 
products producer 


Apco Transit, Inc. (n.a.) 
(Sub. of Anderson-Prichard Oil 
Corp.) 


Arkansas Louisiana Gas Co. 
($141.7) 
Integrated natural gas producer 


Armco Steel Corp. ($612.8) 


Steel mfr. 


Battenfeld Grease & Oil Co. (n.a.) 
Lubricating greases mfr. 


Brown & Sharpe Mfg. Co. ($32.1) 


Machine and precision tools mfr. 


Brush Beryllium Co. ($6.3) 
Pure beryllium and beryllium 
alloys producer 


Burnham Corp. ($8.6) 
Heating equipment, green houses 
ag steel fabricated products 
mfr. 


Acquired Unit 
Description and assets in millions 


Aberdeen Plywood Corp. 
(Plywood plant of) ($.8)? 


Remco Electric Co. (n.a.) 
Laminar toroidal transformers 
mfr. 


Thermo-Form Co., Inc. (n.a.) 
Missile and aircraft industries 
bonded parts mfr. 

Ward Fasteners, Inc. (n.a.) 


Zipper chain and_ specialized 
machinery mfr. 


American Metal Co., Ltd. ($195.8) 
Nonferrous metals producer 


Climax Molybdenum Co. ($73.3) 
Molybdenum producer 


Hubbard Spool Co. (over $.3)* 
Spools and reels mfr. 


Industrial Brownhoist Co. ($3.0)4 
(Sub. of Penn-Texas Corp.) 
Cranes, traveling bridges, heavy 
equipment handling machinery 
mfr. 


Knoxville Sangravl Material Co. 
(Physical properties of) (n.a.) 


Cochran Foil Co. ($13.7) 


Aluminum foil mfr. 


Shell Pipe Line Corp. 
(Sub. of Shell Oil Co.) 
(145-mile crude oil pipeline of) 
(n.a.) 

Pitts & Bryant Co., Inc. (n.a.) 
Pipeline construction 


Union Wire Rope Corp. ($10.9) 
High carbon-wire and wire-rope 
mfr. 


Southwest Grease & Oil Co. 
(over $1.0)* 
Lubricating greases mfr. 


Double A Products Co. (over $.5)* 
Industrial hydraulic control 
valves mfr. 


Penn Precision Products, Inc. 
(over $.3)* 
Beryllium copper and brass mill 
products fabricator 


Berger Furnace Corp. (n.a.) 


Acquirer 
Description and assets in millions 


Canadian Sealright Co., Ltd. (n.a.) 
(Sub. of Nashua Corp. and af- 
filiate of Sealright-Oswego Falls 
Corp.) 

Champion Paper & Fibre Co. 

($162.2) 
Woodpulp, coated and un- 
coated papers, sanitary food 
boards mfr. 


Circle F Mfg. Co. (over $1.0)* 
Wiring devices mfr. 


Cities Service Oil Co. (n.a.) 
(Sub. of Cities Service Co.) 


Commonwealth Oil Co. ($7.1) 
Oil and gas explorer 


Compton Advertising, Inc. (n.a.) 
Advertising agency 
Conrad & Co. (n.a.) 


Women’s specialty store 


Diversey Corp. ($5.4) 
Chemical products and deter- 
gents mfr. 


Engelhard Industries, Inc. 
(Formed by merger of)® 


Furnaces and heating equip- | Evans Products Co. ($35.9) 


ment mfr. 


Se riimated minimum capital from ““Thomas’ Register of American Manufacturers, 


1See The Conference Board Business Record, November, 1957, for sources and 


methods used 


2 Purchase price, The Wall Street Journal, December 24, 1957 
§ Objections filed by stockholder group of Climax Molybdenum Co. 


ilroad loading equipment and 
plywood and wood products mfr. 


Acquired Unit 
Description and assets in millions 


Atlas Paper Box Co., Ltd. 
(Round-paper container business 
of) (n.a.) 


NRC Vaculite Corp. 
(Sub. of National Research Corp.) 
(50% of capital stock of) (n.a.) 
Metalized plastic films mfr. 


Kennecott Copper, Inc. 
(All machinery, tools and equip- 
ment® of Waterbury, Conn. div. 
of Chase Brass & Copper, Inc. 
div. of) (n.a.) 


National Oil Co. (n.a.) 
Distributor 


Tidelands Oil Corp. ($.2) 
_ Oil and gas producer 


Western Advertising Agency (n.a.)} 
Advertising agency 

Chandler & Co. (n.a.) 
Women’s specialty store 


Diamond Black Leaf Co. 
(Insecticide plant of) (n.a.) 


Baker & Co., Inc. (over $1.0)* 
Piatinum, gold and silver refiner: 
and fabricator 


Hanovia Chemical & Mfg. Co. 
(over $1.0)* 
Liquid precious metals producer 


The American Platinum Works: 
(over $1.0)* 
Silver and platinum refiner 


Amersil Co., Inc. (over $1.0)* 
Fused quartz and silica mfr. 


East Newark Industrial Center, 
Inc. (n.a.) 
Industrial property manager 


Irvington Smelting & Refining 
Works (over $.5)* 
Precious metals refiner 


D. E. Makepeace Co. (over $1.0)* 
Atomic-reactor components and 
precious metal materials mfr. 


National Electric Instrument Co. 
(over $.5)* 
Industrial and medical instru- 
ments mfr. 


H. A. Wilson Co. (over $1.0)* 
Thermostatic materials 
electrical contacts mfr. 


Fiddes-Moore & Co., Inc. ($25.0)? 
Building materials warehouse. 
system 


and’ 


‘Purchase price, The New York Times, December 12, 1957 
5 Used in manufacture of electrical socket shells, taps, screw shells and related parte. 


§ Associated companies are Azoplate, Inc., lithographic plate mfr.; Charles Engel- 
hard, Inc., industria] and military precision equipment mfr.; Nuclear Corp. of Amer- 


ica, atomic equipment mfr. 


7 Annual sales volume, Moody’s Industrials, December 18, 1957 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 
Description and assets in millions 


Falstaff Brewing Corp. ($44.6) 
Beer brewer 


Fenestra, Inc. ($26.1) 
Steel products mfr. 
Firestone Tire & Rubber Co. 
($705.3) 
Rubber and steel products mfr. 


H. B. Fuller Co. (over $.5)* 
Industrial adhesives mfr. 


Fulton Bag & Products Co. (n.a.) 


General Baking Co. ($54.2) 
Bread and cake bakeries operator 


General Foods Corp. ($404.5) 
Food and grocery products mfr. 
and distributor 


Gera Corp. ($30.3) 
(Sub. of List Industries Corp.) 
Electronic tubes and fabrics mfr. 


Gerber Products Co. ($53.7) 
Baby and dietetic foods mfr. 


Gillespie Brothers, Inc. (n.a.) 
Newspaper publishers 


Globe American Corp. ($2.5) 
Domestic gas and electric ranges 
and poultry-raising equipment 
mfr. 

Gold Seal Dairy Products Corp. 

($3.0) 
Dairy products producer and 
distributor 


Great Western Producers, Inc. 


n.d.) 
(Formed by merger of) 


H &B American Machine Co., Inc. 
($7.9) 


Structural parts and _ aircraft 
components mfr. 


Haile Mines, Inc. ($12.6) 
Tungsten and manganese pro- 
ducer 


Herrmann-Herzman, Inc. (n.a.) 


Hydrocarbon Chemicals, Inc. 
($5.5) Aa 
Oil producerand pipeline operator 


Acquired Unit 
Description and assets in millions 


Griesedieck Bros. Brewing Co. 
(n.a.) 
Beer brewer 


J.S, Thorn Co. (over $1.0)* 
Aluminum products mfr. 


Electric Wheel Co. (over $1.0)* 
Steel and rubber tired wheels, 
industrial trailers, etc., mfr. 


Reliance Battery Products Co. 
(Corn Belt Adhesives Co. div. of) 


(n.a.) 


Fulton Bag & Cotton Mills 
(Bag-mfg. plants at New Orleans, 
me aaa St. Louis, Mo., of) 
n.d. 


Eddy Bakeries, Inc. (n.a.) 
Bakeries chain 


$.0.S. Co. (over $1.0)* 
Household cleaning aids mfr. 


Railway Warehouses, Inc. ($1.0) 
(90% of stock of) 
Warehouse system operator 


Gerber-Ogilvie Baby Foods Ltd. 
(Acquired remaining 50% in- 
terest from Ogilvie Flour Mills 
Co. Ltd. of) (n.a.) 


Greenwich Publishing Co. 
(The Greenwich Time of) (n.a.) 
Daily newspaper, Greenwich, 
Conn. 


Vulcan-Hart Mfg. Co., Inc. 
(over $1.0)* 
Gas and electric commercial 
cooking equipment mfr. 


Kulka Electric Corp. (n.a.) 
Lamp holders mfr. 


Kulka Electric Mfg. Co., Inc. 
(over $.1)* 
Electrical wiring devices mfr. 


Petrocarbon Chemicals, Inc. ($1.8) 
Paint and varnish industries 
solvents mfr. 


Pleasant Valley Wine Co. ($2.2) 
Champagne and still-wine pro- 
ducer 


Liberty Aircraft Products Corp. 
(Sub. of Penn-Texas Corp.) 
(Certain assets of) (n.a.) 
Precision engineered aircraft and 
missile parts mfr. 


National Paint & Manganese Co. 
(over $.3)* 
Ground manganese ore producer 


Heiss Brush & Co., Inc. (over $.1)* 
Handkerchief mfr. 


Calunite Corp. (n.a.) 
(90% of outstanding stock of) 
Alunite miner and fertilizer mfr. 


* Estimated minimum capital from ‘Thomas’ Register of American Manufacturers, 


1957” 


FEBRUARY, 1958 


Acquirer 
Description and assets in millions 


Mllinois Brick Co. ($5.5) 
Common bricks and concrete 
building blocks mfr. 


Imperial Paper & Color Corp. 
($20.1) 
Wallpaper, chemical pigment 
colors and chemicals mfr. 


Indian Head Mills, Inc. ($9.2) 
Cotton fabrics and products mfr. 


International Silver Co. ($44.5) 
Silverware mfr. 


Interstate Container Corp. 
(over $1.0)* 
Corrugated shipping containers 
mfr, 


Lenox, Inc. (over $.5)* 
Fine chinaware mfr. 


McGraw-Edison Co. 
(Thomas A. Edison Industries 
div. of) (n.a.) 
Batteries, dictating machines, 
medical gases mfr, 


Mead Containers, Inc. (n.a.) 
(Sub. of Mead Corp.) 


Michigan Planting & Stamping Co. 
3.3 


Automobile bumpers and stamp- 
ings mfr. 


National Auto Renting Co., Inc. 
(n.a.) 
Truck renter 


National Steel Corp. ($674.7) 
Steel producer 


Parker Pen Co. ($24.8) 
Writing instruments mfr. 


Peninsular Metal Products Corp. 
($8.1) 


Automotive metal parts mfr. 


Penn-Mar Container Corp. (n.a.) 


Plough, Inc. ($14.7) 
Proprietary medicines, 
metics, etc. mfr. 


Producing Properties, Inc. ($12.5) 
Oil and gas properties investor 
and operator 


cos- 


Rapid American Corp. (n.a.) 
(Formed by merger of) 


Acquired Unit 
Description and assets in millions 


Western Brick Co. (over $1.0)* 


Brandram-Henderson Ltd. 
(Pigment-making facilities of) 
(n.a.) 


Franklin Process Co. ($10.7) 
Textile yarn dyer 


Eyelet Specialty Co. (over $.5)* 
Lipstick cases, closures and 
electrical specialties mfr. 


Reading Corrugated Container 
Corp. (n.a.) 
Paper mfr. and corrugated con- 
verter 


Branchell Co. (n.a.) 
Plastic dinnerware mfr. 


Sancor Instrument Corp. (over$.1)* 
Precision gears and allied prod- 
ucts mfr. 


Ottawa River Paper Co. (over$1.0)* 
Corrugated paper and box mfr. 


Beard & Stone Electric Co., Inc. 


(n.a.) 
Royce Leasing Corp. (n.a.) 


Enamelstrip Corp. (n.a.) ; 
Enameled, lacquered and lami- 
nated steel coils mfr. 


Eversharp, Inc. 
(Writing instrument 
(n.a.) 


div. of) 


Brass Forgings Co. (over $.1)* 
Brass and aluminum forgings 
mnfr. 


Fibreboard Products 
Div.), Inc. (n.a.) 
(Sub. of Fibreboard Paper Prod- 
ucts Corp.) 
Folding cartons and containers 
mnfr, 


(Eastern 


Lanotan, Inc. (n.a.) 
Sunburn remedies mfr. 


Majority interest in E.Washington 
Field of McClain County, Okla., 
from J. Woodward and Associ- 
ates (n.a.) 


Producing oil properties in Gregg 
County and Pecos County, 
Texas ($.5)8 


American Colortype Co. ($15.4) 
Letter-press printing and lithog- 


raphy 


8 Purchase price, Standard Corporation News, December 10, 1957 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 


Description and assets in millions | Description and assets in millions 


Revlon, Inc. ($32.7) 
Cosmetics and toiletries mfr. 


Ripon Knitting Works (over $1.0)* 
Glove and hose mfr. 


Roche, Rickerd & Cleary, Inc. 


n.d. 
(Formed by merger of) 


Sandoz Chemical Works, Inc. 
(over $1.0)* 
Dyestuffs, pharmaceuticals and 
textile chemicals mfr. 


Sani-Glas, Inc. (n.a.) 
(Sub. of Fiber Glass Industries, 
Inc.) 


Shenango Furnace Co. (over $1.0)* 
Pig iron, ores 


Shulton, Inc. ($17.8) 
Toiletries, pharmaceuticals and 
fine chemicals mfr. 


Silton Brothers, Callaway, Inc. 
(Formed by merger of) 


Sinclair Refining Co. (n.a.) 
(Sub. of Sinclair Oil Corp.) 


W. & J. Sloane ($14.4) 
Floor coverings, furniture, fab- 
rics, etc., retailer 


Southern Oxygen Co. ($8.6) 
Compressed gases, welding and 
related equipment mfr. 


Southern Propane Properties, Inc. 


n.d. 
Liquefied petroleum gas dis- 
tributor 


H. N. Spurlock Co. (n.a.) 


A. E. Staley Mfg. Co. ($83.1) 
Corn and soybean products mfr. 


Standard Pressed Steel Co. ($41.7) 
Precision fasteners and_ steel 
shop equipment mfr. 


Standard Tube Co. ($6.6) 
Steel tubing and fabricated 
tubular parts mfr. 


Transcontinental Oil Corp. ($.8) 
Oil and gas producer 


Union Spring & Mfg. Co. ($6.4) 
Springs, steel castings and stamp- 
ings mfr. 


Acquired Unit 


Rapid Electrotype Co. ($17.7) 
Electrotypes, stereotypes and 
other printing equipment mfr. 


Knomark Mfg. Co., Inc. (n.a.) 
Shoe polish and related con- 
sumer products mfr. 

Breyer Bros. & Whiting 
(Mfg. plant of) (n.a.) 


Roche, Williams & Cleary, Inc. 


(n.a.) 
Advertising agency 


United States Advertising Corp. 
(n.a.) 
Advertising agency 
Fine Colors Co. (n.a.) 
Dye colors mfr. 


Sterling Precision Corp. 
(Mfg. assets of Reinforced Plas- 
tics Div. of) (n.a.) 


Lucerne Coke Co. (n.a.) 
(Sub. of Rochester & Pittsburgh 
Coal Co.) 
Beehive coke ovens operator 
Bridgeport Brass Co. 
(Aer-A-Sol div. of) (n.a.) 
Pressure-packaged products mfr. 
Silton Brothers, Inc. (n.a.) 
Advertising agency 
Callaway Associates, Inc. (n.a.) 
Advertising agency 
Columbia Specialty Co. 
(Retail fuel oil and burner serv- 
ice business of) (n.a.) 
Bowman & Long (n.a.) 
Home furnishings and interior 
decorating concern 
Chattanooga Welding Supply Co. 
(n.a.) 


Hydro Gas Companies (n.a.) 


Allied Chemical & Dye Corp. 
(Urea-formaldehyde resins plant 
of Barrett div. of) (n.a.) 


Arcady Farms Milling Co. ($3.0) 
Livestock and poultry feeds mfr. 


National Machine Products Co. 
(over $1.0)* 
Hexagon and commercial lock 
nuts mfr, 


Michigan Steel Tube Products Co. 
$3.7 
Steel tubing and tubular prod- 
ucts mfr. 


Bankers Life & Casualty Co. 
(Oil properties of) ($4.4)9 


Biggs Boiler Works Co. (over $1.0)* 
Steel fabricator and pressure 
vessels mfr. 
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U. S. Rubber Co. ($599.5) 


Van Norman Industries, Inc. 


Verona-Pharma Chemical Corp. 


Vulcan Materials Co. ($27.3) 


Waldorf System, Inc. ($8.1) 


Walker Mfg. Co. of Wisconsin 


Wallace Siiversmiths, Inc. 


F. P. Walther Jr. and Associates, 


Whirlpool Corp. ($199.8) 


Witco Chemical Co. (over $1.0)* 


Acquired Unit 
Description and assets in millions 


Acquirer 
Description and assets in millions 


Rogers Super Tread Tire Co. (n.a.) 
Giant off-the-road tire retreader 


Digit-Ometer Co. (n.a.) 
Electromechanical 
machine developer 


Rubber products mfr. 


($36.9) accounting 
Milling machinery, cutting tools, 
electronic testing equipment and 
forgings mfr. 

Verona Chemical Co. (over $.5)* 
(n.a.) 

(Formed by merger of) 

Pharma Chemical Corp. (over $.3)* 
Colors mfr. 

Union Chemical & Materials Corp. 
($38.3) ; / 
Building materials, industrial 
chemical products and salt mfr. 


Lambert Brothers (n.a.) 

Brooks Sand & Gravel Co. (n.a.) 

Tennessee Equipment Co. (n.a.) 

Asphalt Paving Materials Co. 
(n.a.) 


Diversified mining, medicinal 
and chemical products mfr. 


Chattanooga Rock Products Co. 
re 


(n.a.) 
Wesco Materials, Inc. (n.a.) 
Wesco Contracting Co. (z.a.) 
Rockwood Slag Products, Inc. 


(n.a.) 


Boulevard Cafeteria, Miami ($.3)!° 
Restaurants operator 


Galt Metal Industries, Ltd. (n.a.) 
($15.3) Stamped metal products mfr. 
Automotive mufflers and jacks 


mfr, 


American Windshield & Specialty 
Co. (over $.3)* 
Fireplace equipment mfr. 


(over $1.0)* 
Sterling silver and stainless steel 
tableware mfr. 


Sven Thornblad Sales Engineering 


Inc. (n.a.) Co. (n.a.) 


Servel, Inc. 
(All facilities relating to the gas 
refrigerator and ice maker of) 


($6.5)! 


Sun Chemical Co. 
(Stearate dept. .of Warwick 
Chemical Co. div. of) (n.a.) 


ee omue minimum capital from ““Thomas’ Register of American Manufacturers, 


Household appliances mfr. 


Chemicals, metallic stearates, 
asphalt, etc. mfr. 


® Purchase price, The Journal of Commerce, December 18, 1957 
10 Purchase price, Standard Corporation News, January 2, 1958 
1 Purchase price, The New York Times, January 6, 1958 


Business Bookshelf 


Dictionary of Business and Finance—A dictionary of terms 
found in everyday use among business organizations. The 
text provides precise information on particular subjects for 
the businessman, as well as general information for the 
student or professional man. The appendix contains bond- 
interest income, compound-interest and other tables. By 
Donald T. Clark and Bert A. Gottfried. Thomas A. Crowell 
Company, New York, 1957, 409 pages. $6.95. 


BUSINESS RECORD 


Ranking of the One-hundred Largest Manufacturers by Selected ltems, 1956 


Net In- Income|Number 

Assets Worth | vested | Sales) After jof Em- 

Capital axes | ployees 
Standard Oil Co. (New Jersey)| 1 1 1 Q 2 5 
General Motors Corp........ 2 2 Q 1 1 1 
United States Steel Corp.....| 3 8 8 4 4 3 
Mardy Motor CO... sccm ac sic 2s 4 % 9 3 9 4 
Masih Ou Corps ss scl caste le vic 5 6 4 | 10 6 | 30 
Socony Mobil Oil Co........ 6 5 5 6 8 19 
E.I.duPont de Nemours & Co.| 7 4 8 | 14 8 15 
OKRA Ocha acs io iavareors te ahs, oie 8 9 6. | 12 5 83 
Standard Oil Co. (Indiana)...| 9 8 i he 12 34 
General Electric Co......... 10 12 12 5 10 Q 
Bethlehem Steel Corp........ 11 11 eyed) abl 11 6 
Standard Oil Co. (California) .} 12 10 10 | 18 7 46 
Sinclar Corp.e acer -\. < 13 14 13 | 24 17 71 
Union Carbide Corp......... 14 16 14 | 21 13 25 
Phillips Petroleum Co....... 15 13 15 | 81 18 66 
MOU Ges tp anc ven shes om - 16 15 16 16 15 45 
Chrysler Corpick sccacs<s-s- 17 24 22 7 | 90 7 
Westinghouse Electric Co... .| 18 17 Bigas|| 1% sd OO 9 
Western Electric Co......... 19 22 23 9 24 8 

Cuties meryice CO. 6. 4... <6. 5s 20 26 18 | 34 30 


Aluminum Co. of America. ..| 21 25 19 | 43 Q1 29 
International Harvester Co.. .| 22 19 Q1 | 22 44 20 


INEACOBOR GO; 5.4. Ee asics’ ol oc. « 23 18 20 | 47 16 42 
Republic Steel Corp......... Q4 23 255 25 20 23 
Goodyear Tire & Rubber Co..| 25 33 27 | 19 29 ll 
Kennecott Copper Corp...... 26 20 24 | 69 14 63 
International Paper Co...... 27 | 21 BE SIS0 we eae oor, 
American Tobacco Co....... 28 32 29 | 28 40 75 


International T. & T. Corp...| 30 42 | 48 | 73 | 76 10 
Allied Chemical & Dye Corp. | 31 36 30 | 57 47 57 


Procter & Gamble Co........ 32 30 35 | 25 26 ne 
Eastman Kodak Co..........| 33 Q7 38 46 19 36 
Dow Chemical Co........... 34 34 36 | 60 37 70 


Jones & Laughlin Steel Corp..} 35 31 383 | 48 | 49 44 
Firestone Tire & Rubber Co..| 36 39 41 | 27s) 82 14 
Radio Corporation of America| 37 72 | 40 | 26 60 16 


Sperry Rand Corp.......... 38 60 | 54 | 42 | 45 12 
Atlantic Refining Co........ 39 29 81 | 72 46 78 
National Steel Corp......... 40 | 387 89 | 58 | 39 61 
Tide Water Oil Co.......... 41 38 32 | 76 63 91 


R. J. Reynolds Tobacco Co...| 42 | 40 | 43 | 37 | 31 83 
Olin Mathieson Chemical Corp.| 43 54 | 37 | 62 | 50 | 49 
Union Oil Co. of California...| 44 | 44 | 34 | 86 | 69 | 92 


Reynolds Metals Co......... 45 83 50 | 83 58 68 
Continental Can Co......... 46 45 45 | 32 54 31 
Youngstown Sheet & Tube Co.} 47 41 46 | 56 52 | 59 
Inland Steel Co. ove. evans ss oie 48 49 47 | 53 38 62 
Armco Steel Corp........... 49 35 49 | 45 Q7 54 
United States Rubber Co.....| 50 71 55 | 40 74 24 


Net In- Income|Number 
Assets Worth vested | Sales| After jof Em- 
Capital Taxes |ployees 


Monsanto Chemical Co...... 51 51 42 | 75 62 64 
une Onl Cons actus aatewwoste ose 52 28 | 44 | 52 | 33 | 72 
WALL Ot: COM eh naa eet cy 53 52 62 8 95 18 
American Cyanamid Co...... 54 50 | eoSmeleaii, 36 65 
Pittsburgh Plate Glass Co....] 55 46 58 | 63 35 51 
Crown Zellerbach Corp...... 56 | 47 | 51 | 80 | 43 | 67 
Continental Oil Co.......... 57 58 52 | 66 Al 89 
National Dairy Products Corp. 58 | 65 61 | 20 | 57 | 40 
B. F. Goodrich Co............ 59 57 64 | 54 51 43 
Kaiser Alum. & Chem. Corp..| 60 | 80 65 | 89 | 56 | 76 
Allis-Chalmers Mfg. Co...... 61 67 67 | 71 87 | 47 
Sunray Mid-Cont. Oil Corp...| 62 | 43 | 56 | 90 | 48 | 96 
American Can Co........... 63 56 60 | 44 68 | 50 
Pure Oil: Coes ssc aeertaccce 64 59 59 | 79 65 82 


Burlington Industries, Inc... .| 65 73 63 | 59 86 32 
Liggett & Myers Tobacco Co..| 66 74 70 | 70 79 88 
Distillers Corp.—Seagram Ltd.) 67 53 ise |) sit 83 85 


ATMOUE CORE Ree tee 68 88 68 | 13 94 QT 
Phelps Dodge Corp.......... 69 55 72. | 82 ISO TR 
Deere-& Co. 4 crtin aie. te 70 64 66 | 93 89 74 
Singer Manufacturing Co.....| 71 82 87 | 88 92 88 
Weyerhaeuser Timber Co.....| 72 48, 69 | 92 | 42 | 80 
Amer, Smelt. & Ref. Co.....| 73 63 75 | 64 61 58 
General Dynamics Corp......| 74 97 94 | 30 73 13 
Wi. dt, Grace: & i Corning. > oF 75 79 76 | 81 91 41 
Nat’! Dist. & Chem. Corp...| 76 | 69 | 71 | 74 | 88 | 94 
Caterpillar Tractor Co....... Vf 70 79 | 55 34 43 
General Foods Corp......... 78 76 81 | 35 55 73 
Borg-Warner Corp.......... 79 68 80 | 61 66 56 
Owens-Illinois Glass Co...... 80 att on aS 67 | 53 
Schenley Industries, Inc......| 81 81 73 | 84 98 93 
North American Aviation, Inc.| 82 95 99 | 39 75 Q2 
Lockheed Aircraft Corp...... 83 | 100 97 | 49 96 26 
United Aircraft Corp........ 84 | 85 | 93 | 88 | 64 | 28 
Ohio Oil Gore rs. detonate oe 85 | 61 74 194 | 59 | 95 
Douglas Aircraft Co......... 86 94 98 | 29 71 17 
National Lead Co........... 87 75 90 | 67 28 69 
Celanese Corp. of America. ..| 88 84 78 |100 93 81 
Standard Oil Co. (Ohio)..... 89 | 78 | 86 | 85 | 77 | 84 
Borden Co fe qenise coe ee oF 90 86 88 | 41 81 52 
Dkelly Oil Comes ota dees. 91 66 82 | 97 70 98 
General Amer. Transp. Corp..| 92 | 99 | 83 | 99 | 97 | 90 
Boeing Airplane Co.......... 93 96 | 100 | 33 72 Q1 
Richfield Oil Corp........... 94 | 87 | 84 | 96 | 78 | 97 
Bendix Aviation Corp........ 95 | 92 | 96 | 65 | 80 | 89 
St. Regis Paper Co.......... 96 | 89 | 85 | 91 | 84 | 77 
JxPo Stevens & Cove. on occas 97 90 91 | 87 99 60 
Curtiss-Wright Corp.........| 98 | 91 | 95 | 68 | 53 | 55 
scott! Paper Coven asics as 99 93 89 | 95 85 87 
Kaiser Steel Corp........... 100 98 | 92 | 98 82 | 86 


THE 200 LARGEST MANUFACTURERS IN 1956 


corporations ranked by assets was led by Standard 
Oil Company of New Jersey. The giant petroleum 
corporation replaced the 1955 leader, General Motors, 
at the head of the select group, thereby regaining the 


Te 1956 listing of the 200 largest manufacturing 


FEBRUARY, 1958 
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number-one position it held in 1954. Fourteen new 
names appear on the current listing,’ replacing those 


1See The Business Record, March, 1957, for the 200 largest manu- 
facturers in 1955, and the April, 1957, issue for the 200 largest trade 
corporations in 1955 


—_ 
SOEODVWAAE WWE 


The One-hundred Largest Manufacturing Corporations in 1956 


Dollar figures in millions 


Income | Federal | Income | Divi- Number 
Total Net Invested Sales! Before | Income | After 


ssets Worth Capital Taxes? Taxes | Taxes 


Number | Employ- — 
dends | of Stock- of ment 
Paid holders | Employees Costs 


156,000 | 905.6 
599,243 | 2,895.8 
260,646 | 1,681.0 
178,061 | 1,086.7 
57,687 | 265.1 
76,000 | 279.0 
89,4496] 595.0 
52,587 | 272.8 
52,010 | $58.6 
280,497 | 1,643.8 


Company 


411.9 | 403,000 
565.8 | 656,076 
170.1 | 308,388 
129.6 | 300,000 

69.2 | 85,225 
100.6 | 181,605 
305.2 | 168,675 
129.0 | 131,034 

55.4 | 143,200 
172.4 | 362,122 


7,901.5 | 5,572.1 | 6,157.0 | 7,126.9 928.5 | 120.0 | 808.5 
7,311.1 | 4,494.7 | 4,794.7 | 10,796.4 | 1,652.3 | 804.9 | 847.4 
4,109.0 | 2,764.0 | 3,009.8 | 4,198.8 679.1 | 331.0 | 348.1 
3,071.5 | 1,987.5 | 2,046.1 4,647.0 477.5 | 240.9 | 236.6 
2,872.3 | 2,051.9 | 2,351.0 | 2,339.7 383.6 | 100.9a| 282.7 
2,819.6 | 2,076.9 | 2,248.3 | 2,750.3 288.9 | 39.4 | 249.5 
2,614.5 | 2,179.8 | 2,179.8 1,917.4 635.3 | 251.9 | 383.4 
2,574.1 | 1,880.7 | 2,244.6 | 2,046.3 348.8 | 46.5 | 302.3 
2,437.2 | 1,902.2 | 2,201.0 1,890.2 185.9 | 36.5 | 149.4 
2,208.9 | 1,145.0 | 1,476.2 | 4,090.0 423.8 | 210.0 | 213.8 


Standard Oil Co. (New Jersey)........ 
General Motors Corp..............++- 
United States Steel Corp.............. 
HordsMotor Com. oer ae os ceive cee ee 
GulOue Corps seenctos see eta e ee 
Socony, Mobil 'Oil’Go.. 5. 9e. «see see se 
KE. I. DuPont de Nemours & Co........ 


Standard Oil Co, (Indiana)............ 
General! Electric Co. j 0.0.6 once esse ees 


150,126 860.5 
38,854 | n.a. 
25,125 153.7 
63,081b} 342.9 
27,461 177.6 
39,903 293.7 

143,873 787.3 

125,050 611.5 

138,520 765.7 

n.a. n.d. 


2,090.0 | 1,329.7 | 1,637.4 | 2,326.7 308.4 | 147.0 | 161.4 | 88.2 | 107,881 
2,041.4 | 1,690.8 | 1,767.5 1,452.5 315.3 | 47.4 | 267.9 | 104.3 | 137,381 
1,473.3 927.5 | 1,282.3 | 1,180.1 138.9 | 43.0} 95.9 | 44.3 | 114,806 
1,459.7 811.6 | 1,222.1 1,324.5 283.2 | 136.9 | 146.2] 94.2 | 118,391 
1,373.8 942.3 | 1,185.7 | 1,033.4 126.9} 381.71 95.2] 54.9 | 102,906 
1,368.0 903.1 | 1,100.6 | 1,635.4 200.2 | 64.4 | 135.8) 56.4 19,727 
1,294.8 646.2 833.7 | 2,676.3 35.6 15.6 | 20.0] 26.1 88,925 
1,264.5 772.3 | 1,093.3 | 1,525.4 5.3 1.8 8.5 | 35.2 | 143,188 
1,223.7 662.1 812.1 2,372.7 191.6 | 110.5 | 81.90] 49.5 n.d. 

1,220.0 616.7 | 1,077.3 973.7 89.6 | 27.5 | 62.2} 24.3 | 167,284 


Bethlehem Steel Corp................. 
Standard Oil Co. (California).......... 
SinciainOi Corpsenteata ee sae tee 
Wnioni@arbide'Corpajeacn. ce ae 
Phillips Petroleum Co................. 
ShellOU Cowes cctnsccuneeciceesee e 
@hrysier Corp... sisi ue eee ecenmens 
Westinghouse Electric Corp........... 
Western Electric Co.................- 
CitiesiperVice CO... concn eck nccntrs 


58,486 323.9 
74,017 412.9 
43,449 n.d. 
$8,918 418.9 
103,135 398.1 


1,157.6 621.1 894.4 864.4 152.1} 62.5) 89.6) 27.1 24,592 
1,009.2 761.3 861.3 | 1,252.1 84.7 | 35.1] 49.6} 33.4 | 110,000 
975.8 771.0 883.2 748.4 137.8 | 26.3 | 111.5 | 43.4 | 116,682 
913.5 657.5 698.2 | 1,244.2 185.1 94.7 | 9041 40.6 | 90,421 


Republic Steel Corp..............:... 
888.2 433.4 676.4 1,358.8 109.7 47.3 62.5 | 24.3 44,432 


Goodyear Tire & Rubber Co........... 


Kennecott Copper Corp............... 834.0 723.2 723.2 567.0 228.1 84.9 | 143.2 | 100.1 89,596 27,886 n.a. 
International Paper Co............... 829.1 677.3 677.3 969.6 157.2 | 70.6 | 86.6] 346 | 45,747 50,633 239.1 
American Tobacco Co...............- 790.4 439.9 633.1 1,082.5 108.7 | 56.6 | 52.0} 35.7 | 91,390 18,100 n.d. 
International Business Machines Corp...} 789.0 331.7 661.7 734.3 143.8 | 75.0] 68.8] 19.9 | 81,024 | 51,192] na. 
InternationalTelephone&TelegraphCorp.| 760.8 | 393.0 | 480.8 544.8 37.2 9.1] 28.1] 12.9 | 62,486 | 122,000] n.a. 


31,900 167.9 ( 
n.d. n.d. 
50,800 350.7 
25,2006} 153.8 
40,999 236.7 
90,000 307.4 
80,000 416.7 
101,016 413.6 
16,564 103.3 
29,204 194.6 


Allied Chemical & Dye Corp........... 
Procter & Gamble Co... .5...5.0..5.4.. 
BastmanKodak)Cor. ...0.3..0-s00%e: 
‘Dow Chemical! Gos. «5.00. 0002 «eon 
Jones & Laughlin Steel Corp 
Firestone Tire & Rubber Co........... 
Radio Corporation of America......... 
Sperrygikand Corpses cso. eee ce cee: 
Atlantic) Refining’|G@o.. 2.02. .6.0022 e206: 
National Steel Corp.................. 


742.0 425.6 625.6 668.9 79.7 | 32.7] 47.0 | 28.9; 30,500 
737.8 459.8 573.4 | 1,156.4 126.7 | 58.9] 67.8 | 36.6 | 56,000 
736.4 541.2 541.2 761.7 192.2] 98.0] 94.2] 48.8 | 93,397 
732.4 429.1 561.7 627.8 104.7 | 51.6} 53.1} 29.5 | 64,362 
732.1 451.2 581.4 742.6 75.8 | 30.7 | 45.1 17.4 | 46,561 
731.1 410.3 516.0} 1,115.2 103.9 | 43.4] 60.5] 21.3 15,681 
723.4 273.8 523.7 1,121.1 80.0} 40.0 | 40.0 | 24.0 | 169,699 
708.5 338.5 452.2 871.0 75.8 | 26.2] 49.6 | 22.6 | 132,161 
700.1 466.7 614.2 544.9 52.6 5.5 | 47.2 19.3 | 58,313 
699.8 422.3 532.3 664.3 99.5 | 47.0] 52.5] 29.6 19,247 


Peewee eee awe 


MudeswWater Oil'Co.. ..)..0 5.2.2. - cern 679.6 413.8 613.8 522.6 41.3 3.8 38.0 3.0 25,563 9,181 65.5 
R. J. Reynolds Tobacco Co............ 659.4 401.8 511.8 957.4 130.9} 68.9] 61.9] 383.5 | 81,091 11,977c|. n.a. 
Olin Mathieson Chemical Corp......... 659.0 362.1 557.1 596.7 78.1 33.3 44.8 26.9 54,800 37,500 n.d. 
Union Oil Co. of California............ 650.7 391.0 580.9 389.6 36.3 2.1 34.2 18.3 49,719 8,823 64.0 


Reynolds Metals Co.................. 
Continental Can Cos. 2.2)... 0b... 
Youngstown Sheet & Tube Co......... 
imlandisteel( Con vsch vse. doshas te 


90618) 18) (8 uleA O19 emai sdensh anenaineneh eu 


636.8 226.7 477.1 405.2 83.8 | 42.5) 41.2 8.4 19,175 
633.7 383.4 499.7 | 1,010.3 814] 38.2] 43.1 | 22.2 | 57,303 
620.6 399.7 498.4 676.3 80.0} 369] 43.2) 15.3 16,595 
617.7 368.5 497.8 727.2 108.1 | 55.1 53.0 | 23.7 | 26,549 
612.8 429.0 480.3 761.8 125.4) 59.8] 65.6 | 27.7 | 57,403 
609.4 QT4.5 449.0 901.3 56:7 | 24.8] $1.9 16.0 | 34,566 


26,000 139.8 
53,756 305.3 
31,502 184.3 
28,743 164.7 
32,358 212.8 
63,929 329.4 


Monsanto Chemical Co............... 601.9 363.2 514.9 541.9 69.4 | 30.8] 38.6] 21.0] 53,018 | 27,5476) 110.7 


Sun OiGore Ree eee sce. donc 593.4 493.7 504.8 731.4 76.2 20.0 56.2 10.1 22,417 21,498 140.8 
Swift & COs-me ats Yas Seb ae > eee 561.6 362.9 410.7 | 2,429.3 21.2 7.2 14.0 15.4 | 65,204) 77,200 395.9 
American Cyanamid Co............... 559.9 366.7 460.4 500.7 96.4 41.0. 55.4 28.3 58,160 27,500 n.d. 


Pittsburgh Plate Glass Co............. 
Crown Zellerbach Corp............... 
ContinentaliOil: Comune en. ee 
National Dairy Products Corp......... 
IBEEZGoodrich Goi <osjeccrenicn eee 
Kaiser Aluminum & Chemical Corp... .. 


Allis-Chalmers Mfg. Co 


555.3 374.6 426.1 596.6 112.0} 56.6) 55.4) 27.1 19,468 
553.8 370.9 470.3 462.0 78.3 | 28.3] 50.0} 26.1 29,907 
548.9 352.4 461.7 576.3 67.2) 153] 51.8) 29.8 | 29,504 
534.1 321.7 413.8 | 1,352.9 74.9 | 33.2) 41.7] 23.8] 66,478 
519.1 355.6 402.6 724.2 85.2) 41.5] 43.8] 19.6] 22,300 
518.7 235.6 395.4 343.6 66.1 | 23.7 | 42.3 15.0 n.d. 


34,983 204.4 
26,002 131.7 
9,837 64.4 
46,496 233.5 
43,181 231.7 
18,090 n.a. 


ee ee erry 


514.0 296.3 388.6 547.4 42.8 | 22.5 | 204 | 16.7 | 48,148 | $8,803 194.1 


Sunray Mid-Continent Oil Corp........ 504.1| 391.7| 448.7| 332.7| 622| 168| 453| 93.6|118415| 5,955] 34.9 
American Can Co’............+...50- 499.8 | 356.0| 4190] 7716] 67.4| 326] 3$48| 248] 52385] 35,203| 2123 
Pure Oil Co...... ea bahainctety Seve 498.7 | 346.5| 4260] 4862] 4811 115] 366] 13-7] 40.4561 12102] na. 
Burlington Industries, Inc............ 483.0 |_ 265.6 | 409.8] 636.4] 342] 134] 208] 9.7] 24081] 53,000] na. 
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The One-hundred Largest Manufacturing Corporations in 1956—(Continued) 
Dollar figures in millions 


1 These are the various methods by which companies report sales: gross sales, net 
sales, gross operating income, sales and operating revenues, net billings, income from 
manufacturing and services, etc. 


_ 2? After state and foreign except where these taxes are not segregable from federal 
Income taxes 


? Acquired Warren Petroleum Corporation (1955 rank: 146) early in 1956 
4 Formerly Union Carbide and Carbon Corporation 
5 Acquired Robert Gair Company (1955 rank: 184) in October, 1956 


Total Assets—The sum total of all assets of corporations, except 
that the following adjustments are made to insure comparability— 


(1) Many corporations carry tax notes owned by them as an 
asset. Certain corporations carry them as a deduction from tax 
liabilities. Where they are carried as a deduction from tax liability, 
these notes have been added to assets as reported 

(2) In a few cases, Treasury stock and reacquired stock are 
carried by corporations as an asset. Where this has been done the 
amounts involved were deducted from assets 

(3) A few corporations report plant at original cost and carry 
depreciation reserves as a liability. In such cases, depreciation 
reserves have been deducted from total assets 


Net worth. In general terms, net worth is total assets of a corpora- 
tion less its liabilities. It represents the equity of the stockholders 
of the corporation, the equity of minority holders of stock of con- 
solidated subsidiaries. In practice, it is the sum of outstanding com- 
mon stock, preferred stock, “minority interest,” and surplus 


which dropped below 200th place since 1955. They 
represent a variety of industries ranging from electrical 
machinery to paper, chemicals, and stone, clay and 
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panes otal | Net | Invested | satea | ome [Feder | aaame | Divi. | Number | Number | Employ. 
Assets Worth Capital Taxes? Taxes | Taxes Pad pe Sie Bremlacess Coats 
66 |Liggett & Myers Tobacco Co.. 481.7 264.4 365.9 565.0 55.6 29.2 26.5 
iggett & Myers Lobacco Co.......... c ‘ ‘ Hi A ' : 21.0 45,400 10,000 n.d. 
a ee at peers Ltd oe 481.5 362.5 431.8 732.1 37.0 13.9 23.0 14.9 16,403 11,300 n.d. 
‘Sg peter eae ape sel gqeyaraPs ie ledeye! 67<Vape gal aie: aie & 468.3 204.2 373.9 2,011.4 23.4 8.7 14.7 0.0 16,906 60,500 304.4 
ah a c BE IROMD rete a a eke ale 5, cent ac Oe 457.8 358.4 358.4 418.8 148.5 61.5 87.0 50.7 41,826 14,646 n.d. 
eere USB USS Glad GE IOg STO wae 445.6 827.1 892.5 $21.0 $1.7 11.6 20.1 12.2 21,650 20,621 121.7 
71 |Singer Manufacturing Co......... 44.4.8 232.9 265.9 363.9 41.3 22.1 19.1 9.2 8,264 50,000 
IPR COMO ac orn oes 3 5 : 2. c : : ; 3 : i : 156.3 
2 WS aig tid TERROR CO oo esce « 440.7 | 370.1 | 370.1 824.1 771.0) 125.6)" 61.4 | 24.91" na: 14,527 86.0 
es eee Smelting & Refining Co...... 434.6 | 327.6 | 327.6 592.9 65.3 | 25.5 | 39.8] 22.6] 35,956] 31,871] na. 
4 Si Rak bere CORD Res wept 434.6 142.7 187.2 1,047.8 63.8 31.9 $1.9 13.3 40,050 94,300 445.3 
, - tu. Grace & Co... 2.0... 2 eee. 433.5 235.6 326.8 450.1 27.6 7.8 19.8 10.8 21,178 44,795 n.d. 
6 |National Distillers & Chemicals Corp.’..| 428.4 277.9 364.9 543.1 44.3 | 24.2 | 20.1} 10.4] 47,761 8,300 | na. 
vi \Caterpillar Tractor Co.....0.......... 422.2 275.9 310.9 685.9 115.1 59.7 55.4 17.9 27,281 37,909 205.4 
78 |General Foods Corp.................. 404.5 256.7 307.9 971.3 87.5 45.1 42.4 21.2 62,000 21,300 123.7 
79 Borg-Warner WHO Dag tar MOS Pe ee 404.1 286.5 309.8 598.7 71.3 35.4 35.8 25.0 41,818 32,000 n.d. 
80 |Owens-Illinois Glass Co............... 403.3 252.6 325.6 496.0 “12 35.8 35.3 18.6 27,324 34,037 184.7 
81 |Schenley Industries, ENC Uk. <'Heaes -- 397.4 234.4 344.4 404.2 16.0 7.6 8.4 4.4] 15,569 8,333 42.0 
82 |North American Aviation, Inc.......... 891.5 152.6 152.6 914.0 57.9 | 29.1 | 28.8} 18.2 | 31,046 | 70,750 388.8 
83 Lockheed PARECUAL, COLE ee ieee ee 384.6 106.6 164.8 742.6 29.2 15.3 13.9 6.8 17,745 61,032 342.3 
84 United Aircraft RU OUT ee tnt een oa 376.3 218.7 218.7 954.3 75.2 38.1 37.1 15.7 48,065 59,379 291.2 
85 |Ohio Oil Co St SSR AS eee eee 365.8 335.5 335.5 275.0 51.4 10.2 41.2 21.0 41,108 6,637 41.8 
86 Douglas PSIECT ALY CO; cee ak ae SLT 356.5 153.0 153.0 1,073.5 71.6 38.4 33.2 14.8 15,602 | 78,820 442.2 
87 |National Lead Co..... SL & = Eis piap hele Ys 853.2 260.6 260.6 576.3 107.5 444 63.2 | 39.3 35,460 25,519 n.d. 
88 |Celanese Corp. of America ia, aris, sBexomyies 348.7 220.3 319.9 188.3 23.1 6.2 16.9 8.4 38,195 12,633 64.9 
89 |Standard Oil Co. (Ohio).............. 346.7 Q47 5 275.5 392.5 43.3 16.7f| 26.6 12.2 | 38,633 11,514 73.6 
DOMIDOTden Won obese. Soa Leek hee 343.9 212.6 265.3 877.0 44.1 20.5 23.6 13.2 48,488 34,160 165.0 
91 |Skelly Oil Co. ea is Ree ws eceeeee 339.1 298.7 $05.0 251.4 45.3 11.2 34.1 10.3 5,965 4,750 27.3 
92 |General American Transportation Corp..| 333.5 116.2 290.9 195.0 20.3 6.7 | 13.6 7.5 | 11,500 9,700 | n.a. 
93 Boeing Airplane Coreen pean. .L $31.9 148.7 148.7 1,006.4 66.9 34.8 $2.1 8.2 23,607 71,106 373.9 
94 Richfield Oil Corp eee I as rc daisertnad EN ore: 329.2 209.2 287.2 254.0 41.1 14.5 26.6 14.0 12,000 5,914 37.3 
95 |Bendix Aviation SDDS aR ers $21.8 SE Aga 177.1 581.4 48.3 Q4.1 24.3 11.4 29,862 47,456 239.6 
BGpsteneris Paper Co. >. Pf 8 2 319.6 204.0 282.3 330.6 44.9 Q2.4 29.5 13.5 29,101 17,643 n.d. 
97 J. P. Stevens OO bate es adh). ih 318.0 203.7 259.3 372.6 16.9 8.7 8.2 5.9 10,110 31,500 n.d. 
Demourtiss- Wright Corp... 6 cas cge ees - 304.8 183.3 183.3 571.1 91.6 48.4 43.2 19.7 77,826 32,237 n.d. 
99 Scott Eapen GOs aes os ack oS aae <e 298.0 163.1 261.8 270.3 42.0 19.6 22.4 15.0 29,997 10,379 n.d. 
£00 iKigiser Steel Corp: 28 Fo Ges... 292.6 126.3 Q45.2 201.5 30.3 6.7 23.6 3:5 19,746 10,809 59.9 


6 Merged with Marathon Corporation, December, 1957 
7 Formerly National Distillers Products Corporation 

a Includes other income taxes 

b Not including employees at government-owned plants 
ce Not including seasonal employees 

d Includes foreign income taxes 

f Includes state income taxes 

n.a. Not available 


Invested capital. This equals net worth plus long-term debt 


Sales. These are reported net sales; %.e., gross sales less returns, 
discounts, ete. Most companies include operating revenues along with 
sales. To insure comparability, operating revenues were included 
with the sales of companies that showed such revenues separately 


_ Income before taxes. Deduct federal income taxes and you have 
income after taxes. “Profits” or “net profits” as used in this article are 
always “after taxes” 


Number of stockholders. This is the reported number of holders of 
common and preferred stock at the end of the fiscal year 


Number of employees. The figure includes the average number of 
domestic employees during the year. In many cases, where the 
yearly averages were not available, end-of-year figures were used. 
In some cases figures include employees in foreign countries 


Employment costs. Consist of wages and salaries plus some benefits 
(pensions, vacations, social insurance and social security taxes) 


glass. Some large companies (Lever Brothers Company, 
Hughes Tool Company, Joseph Schlitz Brewing Com- 
pany) do not publish financial data and could not be 
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Distribution of Assets by Industry for the 200 Largest Manufacturing Corporations in 1956 


First Hundred Second Hundred Total 
Uggs eae De umber of BAD dee Number of ede 
Gcmpanice | Distbation | Conpanics | Distybution | Companies | PuPRas” 

APGLPOLEUIN Se dena cronies cial as aims) ous Siete Geta. © ome Sanh aih off staueiiehe Q1 32.7 3 2.8 24 es h 
Steel Sproducts sarncus dct ata 0 teks Sore +a cpuamrerem eissatn aioe 11 12.2 10 10.7 Z1 se 
Motor vehicles, parts, equipment. ............ eee renee 8 12.1 5 5.3 8 ai 
@hemicalsyand allied productSe<. sms «24cm sitesi sie = 9 8.8 13 10.9 22 * 

Blood, beverages, LODACCO; «ct cus «os ov Ses «6 opp aihereio ofr aeyerele 11 5.7 17 18.3 28 we 
hlectricalsmachineryi-ceyaven-vecetvier cinls 25. « « eiersuyehaiarels cgetosan 5 6.4 5 4.9 10 6.1 
Nonferrous; metalsisacewsige. 0c <ts-ayeres niece site ul ede Marl egies 8 5.5 1 1.0 9 4.8 
Machinery (except electrical) .......... 0. cece eee eens 6 SHY) 10 9.9 16 4.8 
Papersanduallied products sso seas 2 sie) ers «'e) “Is icine ais eis oi 4 2.1 8 Tee 12 3.0 
ub beriprod ucts apa stetegs ic avis ohare ce oe otei<i 0! 8 okolghsierele ote aakele 4 2.8 1 Le 5 2.6 
AircraktsequipiMenGreccnces oc aye noes a eYote.« de Keeps ene cee Ui 7 2.5 ae + 7 2.1 
PL EXUUGS MAE Aire e ctirce Seis ails Spc halesies care stoie we eke eee 3 12 6 6.3 9 g.1 
MSEOMCFACLAYarG BSS sich tach) os pals oi dye oie els shone ess oe stan ole ka eetutats 2 1.0 5 5.4 7 5 We 
Railroadtequipmentssrrra.. sede ses sas sisiem oo) gate wh ap eiae ss aths a 5 4.9 5 0.8 
INEIsCellAneOUSs, 5 davels ici Alaa os sialoisin s is oro 8 ete Weleusle ofr wenecaas 6 8.2 li 10.7 17 44 
PLOLA Mea ce oe Daatioret striae trans a arom baa s fa ow ciation 100 100.0 100 100.0 200 100.0 


Note: Figures may not add to totals due to rounding 


considered in the listing of the 200 largest com- 
panies. 

Four companies entered into the 100-largest grouping 
since 1955. Leading the way was the International Tele- 
phone and Telegraph Corporation, which moved high 
up on the list into thirtieth place. The company was 
included for the first time, since the bulk of its revenue 
was now derived from manufacturing sources. Another 
company, General American Transportation, was also 
included, since slightly more than half its income was 
obtained from manufacturing. The other two new- 
comers were North American Aviation, jumping twenty 
places to 82, and Scott Paper, which moved from 111 
to 99. The four companies which were forced below the 
one-hundredth spot were Wheeling Steel, American 
Viscose, Campbell Soup, and Coca-Cola. 


MORE CHANGES IN THE 200 


Although there was considerable shifting in the 
relative positions of the 200 companies, much of it took 
place among the companies comprising the second 
hundred. The top twenty-five corporations in 1956, 
with one exception have been the top twenty-five since 
1953. The only major changes occurring within this 
group in 1956 was the movement of Gulf Oil from ninth 
place to fifth and the upping of Sinclair Oil from seven- 
teenth to thirteenth. 

The greatest movement within the first hundred was 
Continental Can’s jump of twenty-nine places to num- 
ber 46, partially as a result of its acquisition of Robert 
Gair during the year. Other companies that gained 
between ten and twenty notches were Reynolds Metals, 
Tide Water Oil, Crown Zellerbach, General Dynamics, 
and Owens-Illinois Glass. Included among those con- 
cerns that dropped more than ten places were Mon- 
santo Chemical, Burlington Industries, and Richfield 
Oil. 


Positional changes were of greater magnitude within 
the second-hundred grouping. Three of the companies 
that were below the 200th spot in 1955 made sizable 
advances. Georgia-Pacific rose to number 131, Time, 
Ine. to 159, and Dresser Industries to 167. Others that 
added between twenty and forty notches to their rela- 
tive positions included Minneapolis-Honeywell Regula- 
tor, Standard Brands, Textron, Thompson Products, 
Whirlpool, and American Machine & Foundry. Stude- 
baker-Packard suffered the greatest decline, dropping 
eighty-two places to occupy spot number 192 in 1956. 
Aveo Manufacturing, Libbey-Owens-Ford Glass, Col- 
gate-Palmolive, P. Lorillard, Merck & Company, 
Electric Auto-Lite, and Anheuser-Busch fell more than 
twenty places in the listing. 


YEAR-TO-YEAR RECORD 


One of the accompanying tables shows the ranking 
by assets of the current group of one hundred in the 
years 1952 through 1956. Almost 90% of them have been 
on the list in all the years. Only two companies have 
moved steadily upward each of the years. International 
Business Machines occupied forty-fifth spot in 1952 and 
has since climbed to its current place of number 29. 
Tide Water Oil, making a rapid gain during 1956, 
moved from 66 to 41 in the five-year period. 

On the other side, fifteen companies have declined 
steadily in their relative positions since 1952. Seven of 
them are in the food, beverage and tobacco industries, 
two each are in petroleum and steel, and the remaining 
four are in various other industries. Armour, a leading 
meat-packing concern, fell thirty-one places, with 
Liggett & Myers, one of the major tobacco manufac- 
turers, and Schenley, one of the country’s leading dis- 
tillers, dropping twenty-eight places during the past 
five years. On the other hand, although both Cities 
Service and Weyerhaeuser Timber have experienced 
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The Second Hundred Largest Manufacturing Corporations in 1956 
nc SS eS 


Assets i 
Company re 

Wneeling Steel Corpses. <-504 doa sss «ds desma 289. 
Philip Morris, i sStc AoE Re Ae eee eye 
Mareberly-Clark Corp.:2..2......c0sceeec lice ce’ 278.1 
Spatomell Soup Goa 4). 5.taliaeSce owe sw wtscdis oe 277.1 
OS Ee ee ee ee ee ee Q7A.2 
winenican Wistove Corps 5... sf. os cos se nn’, tes 271.8 
United Merchants & Manufacturers, Inc........... 270.5 
Saliornia Packing Corps... «iss oc0s0'6 snsinc ds en as 269.6 
United States Gypsum Co........ risiste’ sic ahinela teste 269.5 
Food Machinery & Chemical Corp................ 267.8 
American Radiator & Standard Sanitary Corp...... 261.2 
Johns-Manville Corp...... Re eee 259.7 
idee wCUCKS ANCL I chiaue ost Sees he a coat couse 258.5 
WNeational Cash Register Co... 2.00... ... 0c e eee 257.7 
Colorado Fuel & Iron Corp................000000 256.7 
Minnesota Mining & Manufacturing Co............ 255.1 
EON Ar AULAUEE (GO. cide of Sos aig E <yscyederanitian wie 252.2 
GenerallTire.& Rubber, Co. ss ios, 5:4 3st Hiss cate 237.9 
ESTIEEQUPHEMODID Fa. Ae fei a8 os = 05 545-4 on 5 ceaeckvaleouclats 233.4 
ETRDT EM C2 Shag ike is are 2 a a ear ean 231.9 
PERM CAECL SPATS EMC: 5 syeyscis aici ire, esl aon,d bie piriasion 226.2 
[AEAIICAD POA OLOTS MCORP ares, ate. «<0 ose less vcein rein.) o) teaasa 224.9 
Sylvania Electric Products, Inc.................0. 224.8 
MB TION al ISCINTIGOS 625 Hees. A ca.c « Sidcheve tye oasis youn 221.9 
Hiram Walker-Gooderham & Worts Ltd........... 221.9 
UDA MORN OOS tae Ae ae cos 6... 5.0 4.610 elniers an aie atdicks 215.7 
Corns: Prodnets Relining Cows: oe. os ec tas eines 214.5 
Minneapolis-Honeywell Regulator Co.............. 213.9 
PIP SEI Cb Oo uee hs Me cies ace 2 cicn’ » w4-5-cvened elses 207.4 
Rnpers Go. Lats. o. cens fo inne Sok mcule ties 206.8 
Seeorpia-Pacitic Corp) p52 «s-siis'od wsinwlo-~s Selm Genstes 205.5 
M. Lowenstein & Sons, Inc.............22c0e0008- 205.2 
Eee ONCE MCE Mak cte ce ae. ce las fc eeeth comms 205.0 
Pehorapsom EP rodncts, INCy,, icsa < vse. so. pad amines 204.9 
CGR OC Bee ee 203.8 
AUNT SRC ONE oh, he oss: alo e's viove,arx C nig exe sven 203.2 
Geter UMS ENC cise so Se whale a rele auld a 6 oepone 203.0 
SARCOCK SLAW COST. CO g ter eiaicce o's 0 tie ciate Saaislaisie ves aioe 200.7 
IES Med Gy LO aN oe EN I cP «See cian irene! Seen Mns ayesha is 197.1 
NEG Pep URICLUSEBEGN setts Weedon ais 0 e.= eiovslope' se advan wis 130 196.5 
American Metal Climax, Inc?..............2.000: 196.3 
West Virginia Pulp & Paper Co..................- 196.1 
RGTIMIDE VERGE Ore ian cae Siete oes a oge oo ols «6s cep vas wba 195.6 
Libbey-Owens-Ford Glass Co.............0000005 193.7 
EI PEISOR<TROMIA MO hs ofaising «,<lieurs Sie» <'e-djaraielas syeyauyngs 193.5 
Westinghouse Air Brake Co............--0eeeeees 193.0 
PREXERGT TIC e ie Aen eR oi c.o oo Cow's vo dors «ae Sah oper 192.0 
WERT VORO MI ROOTTS tein siiehs <) <0 os ae on 010 0 s'e mele se fae 191.9 
Golgate- Palmolive Cow. ge o.0)02 ois 0 oo 201s apele os oslo 189.5 
Eastern Gas & Fuel Associates..............-++-- 183.9 


1 Formerly Georgia Pacific Plywood Company 
2 Formerly American Metal Co., Ltd. 
8 Formerly Whirlpool-Seeger Corporation 


downward trends, their losses amounted to only five 


and seven positions respectively. 


Prior to this year’s compilation, the listing of the 
one hundred largest manufacturing corporations has 
concentrated upon the ranking of these giant concerns 


SIZE BY OTHER STANDARDS 


by their assets. However, this year for the first time, 


‘the one hundred largest, still ranked by assets, have 
been ranked five other ways: by net worth, invested cap- 


ital, sales, income after taxes, and number of employees. 
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160 
161 


170 
171 


180 
181 


185 
186 
187 
188 
189 
190 


191 
192 
193 
194 
195 
196 
197 
198 
199 
200 


Assets i 
Company 3 Million 

Allegheny Ludlum Steel Corp..................-5. 182.9 
American Machine & Foundry................... 182.5 
RA Lorillard: Comercio en isc iets one phe oet 182.5 
Ashland Oil & Refining Co..................0000- 182.2 
National: Gypsum Gowers mcs le oanic ccs cee ae cree 182.1 
ARVCO Manuractuning: COrpon. cians see ae a 181.7 
Container Corp. of America). 62.05.65 ceca seas ase 180.4 
International: shoo Cpe tii seh aeons ac 180.1 
Dimes Lncieyte renee tenance a asic ace bane 177.2 
Libby, McNeill’ & libby sa.se cee tae ee an riraae 176.9 
Crucible Steel Co. of America...............00005 176.6 
Ralston} Purina ‘Cort nsscats caer. ccatennbele oe cite L712 
Hercules) Bowder. Goi 2) folie. va he one eee 169.6 
American Home Products Corp............--+++++: 169.5 
Champion Paper & Fibre Co..............000000- 168.6 
Merck) & Con Inet. s satan cnt: cc sore Meer 168.0 
Dresserilndustries; knee ase aces ee ee eee ee 168.0 
Melbouth Steel Corps: Sosetin cient sci oatuarain wherein 166.9 
American Sugar Refining Co................-.+e:- 166.1 
Anheuser=B useheines sehr. «+ circine twice oaeoee 164.8 
Armstrong! Cork Gort tapas. patel aie eins astoveiar eters Eee 164.2 
General Aniline & Film Corp...............-.+++- 162.9 
Air Reduction Cow Ince no ss ise sre cass eee chee 162.6 
Carrier Corpye- cian esas tas cite aides see 161.5 
Marathon Corp Aig ost iaaccina «acess, aaa exo 160.3 
Pittsburgh Steel (©o.5. gcse -t..- ccye-r10 0 caine ote minvoteete 159.2 
Blectric| Auto-Lite. Coy. Gan ack oe oe we os ovoslaeiteleiens 159.1 
Granite City Steel: Co. Saco 5 are nondle one sreroscgsicversermsoeiel 158.8 
Sherwin- Walliams: Cos... 37556 5-<apeus ots nln onctele stamihene 157.2 
‘Chas Phizer& Cos, InG.ee Sane foe cae aa a 156.7 
Union Bag-Camp Paper Corp.5............--.0-- 155.8 
National Suppl y.©0.8 sccepe cos crescent a Cre 155.7 
Quaker'Oxts Co: dao. sonaee hose a ch eae eemaes 155.3 
Ogden: Corpiss trannies oe e Sane saab 153.0 
Rockwell Spring & Axle Co............00ceeseeees 152.3 
Baldwin-Lima-Hamilton Corp.............--+-+-- 151.1 
Timken Roller Bearing Co...............--e000e: 149.9 
CannoniMiilistC on, tarnceme dat fanreroce:t saves Geert soe 149.8 
Lone Star:CementyvCorpin. ae ete eos ce eee 149.5 
Sterling rug, anes. cs ak scene «ee oe oe ee ae 146.1 
Amerada Petroleum Corp... « ..0..0 00600000 0clesins 146.0 
Studebaker-Packard (Corpingy o.2 0 ins sctissieiit tities 146.0 
Worthington Corpeoe fe dee ane aean ee aie 145.9 
WONNSOI Go.) OUNSON AE os sislas « oale vec micieai states eaten 145.3 
Mead’! Corpashiccare cis: sat dee elete cists tetera leche 145.1 
American=Marietta. Co. 4.0.46 sissies weds 0 0 b a cuesyers cuele 144.8 
Staufier ChemicaliCovnngcc «a2% anters« mdb teeeigle oer 143.4 
Cone, Mills-Corp cj. ot tes at oe oe ooo ah eas wee Se 142.9 
Roremost Dairies; nt, cn. eire eeie cls on aiieele cienns ous 142.5 
United States Plywood Corpy.c toes. siemesicie nem cick 142.3 


4 Merged with American Can Company, December, 1957 
5 Formerly Union Bag & Paper Corporation 
Sources: Annual reports of the companies and “Moody’s Industrials” 


An analysis of these other rankings reveal that the 
relative positions of many companies change, quite 
radically in some cases, depending upon the particular 
item being ranked. In the case of net worth, most com- 
panies were ranked about the same as they had been 
for total assets since the net worth of a company gen- 
erally represents its total assets less its liabilities. 
Notable exceptions included International” Business 
Machines, Radio Corporation of America, Reynolds 
Metals and United States Rubber, all falling below 
seventieth place, although ranking within the top fifty 


The One-hundred Largest Manufacturing Corporations Ranked by Assets, 1952-1956 


Rank in 

1956 | 1955 | 1954 | 1953 | 1952 
Standard Oil Co. (New Jersey)....} 1 2 1 2 1 
General Motors Corp............ 2 1 2 1 2 
United States Steel Corp......... 3 8 i] 3 3 
Moray Motor’ Co.s2.53-: 25225000: 4 4 7 7 8 
Gulf Oil Corp................05. 5. gute! F010 
Socony Mobil Oil Co.,........... 6 6 4 5 5 
E. I. duPont de Nemours & Co....| 7 5 5 4 4 
FL EXASE GOAN Se NMS ae 6 Pee 8 8 8 8 7 
Standard Oil Co. (Indiana)....... 9 Us 6 6 6 
General Electric Co.............. 10 11 11 11 9 
Bethlehem Steel Corp............ 11 10 12 9 11 
Standard Oil Co. (California)... .. 12 12 10 12 12 
pinclainOiliCorpaneeaacee aan a: 13 17 15 15 18 
Union Carbide Corp............. 14 13 14 14 16 
Phillips Petroleum Co............ 15 18 17 18 20 
Shel Oil Cost eens sic cc hehe des 4 16 16 16 Mh 19 
@hirysler:Gorp.. 2 oooh nhac 8 hoe 17 14 19 19 17 
Westinghouse Electric Co......... 18 15 13 13 13 
Western Electric Co............. 19 21 22 99 22 
Cities'Service Co... 6. 6. c00c8 foe: 20 19 18 16 15 
Aluminum Co. of America........ 21 20 Q1 Q1 Q1 
International Harvester Co....... 22 22 20 20 14 
AMIACONdAL COL: hier od kc d asco 23 23 aS 23 Q3 
Republic Steel Corp............. Q4 | 24 24 | 24 | 26 
Goodyear Tire & Rubber Co...... 25 25 28 Q7 QT 
Kennecott Copper Corp.......... 26 Q7 26 26 28 
International Paper Co........... Q7 She 34 35 33 
American Tobacco Co............ 28 26 25 25 Q4 
Internat. Business Mach. Corp....| 29 | 33 | 35 | 37 | 45 
International T. & T. Corp. ......| 30 oe AS in x 
Allied Chemical & Dye Corp...... ST Or ora 2orn 42 
Procter & Gamble Co............ 32 40 38 39 39 
Rastman: Kodak Co... 545.05. 33 30 380 31 32 
Dow Chemical Co............... 34 36 29 28 25 
Jones & Laughlin Steel Corp... ... 85019348377) 88) eis 
Firestone Tire & Rubber Co.......| 36 31 82 30 30 
Radio Corporation of America. ...| 37 28 36 40 44 
perry Rand Corp, ..5..0....... 38 45 sF a Pes 
Atlantic Refining’Co,,........... 39 38 33 36 35 
National Steel Corp.............. 40 | 39 | 39 | 34 | 34 
Tide Water Oil Co............... Al 58 62 65 66 
R. J. Reynolds Tobacco Co....... 42 ay/ 31 32 29 
Olin Mathieson Chemical Corp....| 43 | 35 | 48 =f i 
Union Oil Co. of California. ...... 44 47 40 45 49 
Reynolds Metals Co............. 45 56 57 54 50 
Continental Can Co.............. 46 75 73 73 71 
Youngstown Sheet & Tube Co.....| 47 43 42 Al 4] 
Inland sSteel'Co..0. a. 6: 2c ote 48 49 51 50 55 
Armeorsteel Corpse... ase. se 49 | 44 | 46 | 44 | 43 
United States Rubber Co......... 50 42 44 43 40 


in total assets. Sun Oil, which occupied fifty-second in 
the asset class, moved to number 28 in net worth. The 
rankings under invested capital, which represent net 
worth plus long-term debt, were very similar to those 
under assets without any unusual changes. 


THE RECORD BY SALES 


In the case of sales, however, there were quite a few 
changes. General Motors was at the top of this listing, 
followed by Standard Oil of New Jersey and Ford 
Motor. The five food companies, all within the second 
fifty in assets, were among the leaders in sales. Swift 


Rank in 

1956 | 1955 | 1954 | 1958 | 1952 
Monsanto Chemical Co........--. 51 Al 63 63 62 
SuniOil ‘Coz, ete de ss se.o cere 52 46 41 46 51 
Swift & Co:cte eects eee 53 43 45 88 36 
American Cyanamid Co.......... 54 51 43 52 57 
Pittsburgh Plate Glass Co........ 55 50 56 53 54 
Crown Zellerbach Corp........--. 56 67 74 70 82 
Continental‘Oil:Corno snes 57 54 49 59 64 
National Dairy Products Corp.....| 58 55 50 | 47 46 
B.EiGoodrich Cow saa ae tae ee 59 53 54 55 56 
Kaiser Aluminum & Chemical Corp.| 60 | 57 71 69 69 
Allis-Chalmers Mfg. Co..........- 61 63 58 61 58 
Sunray Mid-Continent Oil Corp...| 62 59 Me. a 
American’Can Co..........-..+- 63 60 55 51 48 
Pure Oil (Cosea te sane eee ee 64 62 60 62 61 
Burlington Industries, Inc........ 65 52 65 78 77 
Liggett & Myers Tobacco Co......| 66 65 47 42 38 
Distillers Corp.—Seagrams Ltd....| 67 61 52 49 47 
Armour & Cou-nt322 5424. eee 68 64 53 48 37 
Phelps'Dodge ‘Corp.is 225 ete 69 69 | 72 68 68 
Deere 6: Contests ies ts espe oe: 70 66 59 56 52 
Singer Manufacturing Co......... 71 68 | 61 60 60 
Weyerhaeuser Timber Co....... Sf a 7 ey, 66 65 
American Smelting & Refining Co..| 73 70 66 64 63 
General Dynamics Corp.......... 74 87 ae = 
WER) Grace’& Const hoe serene 75 72 69 Pe bye 
Nat. Dist. & Chem. Corp......... 76 73 64 57 59 
Caterpillar Tractor Co........... 77 82 82 82 75 
General Foods Corp............- 78 74 70 67 70 
Borg-Warner Corp:...22.:.2:---: 79 78 89 90 85 
Owens-Illinois Glass Co.......... 80 90 95 a 
Schenley Industries, Inc.......... 81 76 68 58 53 
North American Aviation, Inc.....| 82 ne ue x 5Y 
Lockheed Aircraft Corp.......... 83 86 86 89 96 
United Aircraft Corp............. 84 | 91 93 79 81 
Qhio(Oil Colseete set tee nce eee 85 77 V7 75 76 
Douglas Aircraft Co... .......... 86 89 94 85 88 
National! Dead\Co.. oe... cn acaneee 87 80 79 80 95 
Celanese Corp. of America........ 88 79 hss 71 67 
Standard Oil Co. (Ohio).......... 89 81 80 | 76 73 
Bordem Coss4532 132s ore 90 83 76 74: vf 4 
Skelly Oil'Co.sens See 91 85 83 84 86 
General Amer. Transp. Corp...... 92 a 97 99 99 
Boeing Airplane Co.............. 93 | 97 85 86 Bs 
Richfield Oil Corp............... 94 84 81 81 90 
Bendix Aviation Corp............ 95 93 84 72 83 
St¥Regis Paper Got. xeon 96 | 95 = a ie 
J. PS Stevens & Go-aen wee at aoe 97 88 87 93 79 
Curtiss-Wright Corp............. 98 | 100 ats ae a3 
Scott Paper'Coins Be sence eee 99 - ~ = 
Kaiser/SteelCorp...-scascs semen 100 94 90 88 80 


ranked eighth, Armour thirteenth, National Dairy 
twentieth, General Foods thirty-fifth, and Borden 
forty-first. The aircraft concerns, far down on the asset 
list, all moved up sharply when ranked by sales. Douglas, 
Boeing, and United Aircraft became numbers 29, 33, 
and 38, respectively, on the sales roster. The four rubber 
companies also placed higher on the sales listing, but 
their gains were not so spectacular as those of the air- 
craft and food corporations. Those companies that did 
not fare so well in the sales ranking as in assets included 
many of the petroleum, chemical, and nonferrous 
metal concerns. 
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In the ranking of the companies by income after 
taxes, the pattern was more in line with the positioning 
by assets than by sales. General Motors led this group, 
followed in order by Standard Oil of New Jersey, 
du Pont, and United States Steel. 

Most of the firms that were among the top twenty- 
five in assets were also among the first twenty-five in 
profits after taxes. The two major exceptions were 
Chrysler, which came in ninetieth, and Westinghouse, 


at the very bottom of the one-hundred listings. 


THE TOP EMPLOYERS 


The final ranking—by number of employees—also 
showed a great variation compared with the asset list- 
ing. Once again General Motors was on top, but this 
time General Electric placed second, and was followed 
by United States Steel and Ford. The listing followed 
the order of the sales positions, with some exceptions, 
of course. The aircraft companies ranked fairly high on 
the list, five of them occupying positions in the first 
thirty. Food manufacturers were further up in the rank- 
ings but not so high as in sales; and firms making rubber 
products were also high on the list. The petroleum, 
chemical, and nonferrous metal corporations fell below 
their asset places in much the same manner as they did 
in sales. 

Total assets of the first 200 corporations amounted to 
$116.2 billion in 1956, an increase of $10.4 billion over 
the 1955 figure. The first twenty-five companies ac- 
counted for slightly less than half the total, with the 
top ten firms alone comprising one third the amount. 

Ninety of the hundred largest industrials reported 
increased assets in 1956, resulting in a gain of $10.4 bil- 
lion for the group as a whole, the largest annual gain 
since the inception of the series. Assets ranged from 
$292.6 million to $7,901.5 million, totals which compare 
with a low of $182.1 million and a high of $4,707.0 
million in 1951 (the first year for which the Board made 
the compilation of the one-hundred largest). Net worth 
and invested capital respectively gained $5.7 billion 
and $7.5 billion, the latter amount representing the 
largest increase on record. 

Sales increases were enjoyed by 90% of the companies 
with total sales at $114.5 billion for all companies 


Totals for the One-hundred Largest Manufacturing 
Corporations in 1956 


Millions of dollars 
Item 1956 1955 1954 
DOtal asgetsirecven amie cc6. 6 ales 96,790 88,554 78,367 
Net wortitcncmst-grleuee siete ssiaiss 62,436 56,720 50,848 
Invested capital............. 75,101 67,617 61,411 
Cpls 2d 28 Steere aera eres 114,479 107,407 91,144 
Income before taxes......... 13,785 14,977 10,561 
Federal income taxes........ 5,425 6,486 4,242 
. Income after taxes.......... 8,360 8,492 6,319 
IDIVid ens tite wetanchecantede Ue: 4,368 4,089 3,359 


Sources: Annual reports of the companies; ‘“Moody’s Industrials”; computed by 
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listed—a gain of $7 billion over 1955. Thirty-three cor- 
porations topped $1 billion in sales, compared with 
twenty-eight companies in 1955 and twenty-three 
companies in 1954. Income after taxes for the one- 
hundred companies declined to $8.4 billion in 1956 from 
$8.5 billion in 1955; and the ratio of net profits to sales 
narrowed to 7.3% in 1956 from 7.9% in 1955. Even 
though two thirds of the companies showed increases in 
net income after taxes, the decline suffered by the re- 
maining third more than offset those gains. Despite the 
decline in income, cash payment dividends rose to $4.4 
billion from a figure of $4.1 billion in 1955. 

Data for the number of stockholders, the number of 
employees, and employment costs were incomplete. 
Based upon ninety-seven companies supplying data, 
stockholders totaled 7,238,252. The number of em- 
ployees totaled 5,513,195 for ninety-eight companies, 
and the employment costs of seventy-three concerns 
amounted to $25.7 billion. 


THE BREAKDOWN BY INDUSTRY 


A breakdown, by industry, of the one-hundred 
largest firms reveal that twenty-one petroleum com- 
panies accounted for nearly one third of the total assets. 
Producers of steel and its products and motor vehicles 
and parts were next in line, each comprising 12% of the 
total. Together these three groups represent thirty-five 
companies and 57% of total assets. Within the second 
hundred there is a more even distribution of assets 
among industries. Heading this group are food, beverage 
and tobacco industries with 18% of the total with 
chemical and steel companies next with 11% each. When 
the 200 corporations are combined, the pattern is 
similar to the first hundred. The top five industries, 
petroleum, steel, motor vehicles, chemicals, and food- 
beverages-tobacco, consisted of 103 companies and ac- 
counted for 68% of the total assets. 

A forthcoming issue will contain a listing of the 200 
largest trade firms for 1956. 


HerBeErt J. WEINBERGER 
Division of Consumer Economics 


Business Bookshelf 


Advertising at the Point of Purchase—Based on the prac- 
tices, experience and ideas of national and regional ad- 
vertisers, this book supplies information on the use of point- 
of-purchase advertising. Included are sections dealing with 
budgeting, purchasing, distribution, installation and evalu- 
ation. Edited and compiled by the Association of National 
Advertisers, Inc., with the cooperation of the Point-of-Pur- 
chase Advertising Institute. McGraw-Hill Book Company, 
Inc., New York, 1957, 240 pages. $6.95. 


Introduction to Modern Statistics—A text designed primarily 
to meet the needs of schools of business and departments of 
economics. Concepts are introduced by concrete examples. 
By Werner A. Hirsch. The Macmillan Company, New York, 
1957, 429 pages. $8.75. 


Mergers in the European Coal and Steel Community 


European Coal and Steel Community was pre- 

sented during 1957 in the name of the Commission 
for the Common Market to the Common Assembly of the 
Community.! The Report deals nominally with ‘“‘con- 
centration,” but since this term is closely equivalent to 
the American words “‘consolidation” or “merger,’”’ these 
words are substituted for “‘concentration”’ in the present 
notes.? 

The Fayat report is, in effect, an evaluation of the 
actions and policy of the High Authority of the Com- 
munity in regard to mergers since 1952 when the treaty 
setting up the Community went into effect.? The report 
begins by noting the level of consolidation in the Com- 
munity before the treaty, goes on to outline the powers 
of the High Authority with respect to consolidations, 
summarizes the patterns of mergers since the treaty, 
and finally arrives at conclusions and recommendations 
on the considerations that should guide the Authority 
in its decisions in the future. 


A hx FAYAT REPORT on concentration in the 


Consolidations before the Treaty 


In Belgium, there were, prior to 1952, several large 
companies manufacturing ferrous metals, of which the 
most important were John Cockerill, Ougrée Marihaye, 
and the Forges de la Providence. These were already 
completely integrated companies owning iron and coal 
mines as well as fabricating plants. 

The largest ferrous metals enterprise in the Com- 
munity, and indeed, in Western Europe, was ARBED, 
located in Luxembourg. This industrial combine had its 
own source of primary materials (coal and ore mines) 
and considerable fabricating facilities. It probably con- 
stituted the most important multicountry “consolida- 
tion” in the Community, with shareholders in Belgium, 
France, West Germany, Austria, South America and 
South Africa. The Schneider group in France and the 
Société Générale de Belgique were among its important 
shareholders. The direction of ARBED was, however, 
for practical purposes, in the hands of citizens of 
Luxembourg. 

In Italy, manufacture of ferrous metals had been well 
developed by 1945. But in Italy, unlike other countries 
in the Community, the state controlled more than half 
the output of raw steel and almost all the output of 
steel castings. 
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The Italian state enterprises were, with the exception 
of COGNE and BREDA, consolidated into a holding 
called FINSIDER, within which regroupings had been 
carried out to provide for greater specialization of steel 
production. The coal industry, although of less im- 
portance, was also in the hands of the state. Fiat, how- 
ever, remained in the private sector. Although its output 
of raw steel is not so great as that of the largest enter- 
prises in other countries of the Community, it occupies 
an important position because of its fabrication of auto- 
mobiles, airplanes, mechanical devices, etc. 

In the Netherlands, there was, prior to the treaty, 
for practical purposes, only one important ferrous 
metals manufacturing enterprise, Koninklijke Neder- 
landsche Hoogovens en Staalfabrieken-[Jmuiden. This 
company has an important share in Dortmund-Hérder 
Hiittenunion in Germany. The Netherlands govern- 
ment and the city of Amsterdam are the most important 
active participants in this enterprise. Hoogovens also 
controls two other ferrous metals enterprises in the 
Netherlands, Breedband 4 IJmuiden and de Muinck- 
Keizer 4 Utrecht. 


In Germany, both horizontal and vertical consolida- 
tion had attained a high level at the end of World War 
II. An order of the Allied High Commission of 1950, 
however, required dissolution of Germany’s ferrous 
metals and coal industry in such a way that coal and 
steel enterprises were separated from steel and steel- 
fabrication enterprises. But the resulting units were in 
many cases still very large. 


In France, a movement toward consolidation began 
at the end of World War II, aided by the modernization 
plans of the French government and by the Marshall 
plan. Among these consolidations were the union for 
manufacturing ferrous metals of the north of France, 
USINOR, and the union for manufacturing ferrous 
metals of Lorraine, SIDELOR. The three companies 
which founded SIDELOR, Marine-Homécourt, Miche- 
ville and Pont-a-Mousson, are allied to enterprises in 


“Rapport fait au nom de la Commission du Marché Commun sur les 
concentrations d entreprises dans la Communauté,’ M. Henri Fayat, 
Rapporteur, Mai, 1957 

? The report defines “concentration” as a fusion of enterprises, in- 


cluding both total acquisitions and acquisitions of contractual control 
of enterprises 


5 The treaty countries are Belgium, Luxembourg, France, 


I 
the Netherlands and West Germany ant 
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other countries such as Netherlands and German coal, 
and Luxembourg and Saar steel. Another example of 
consolidations with complex ramifications are the 
Wendel and Schneider groups. Since nationalization in 
1946, the Charbonnages de France controls all French 
coal production. In addition, French iron mines have for 
many years been integrated with French and foreign 
ferrous metals manufacturing enterprises. 

The movement toward consolidation was, therefore, 
already well advanced in France, Belgium, the Nether- 
lands, and Luxembourg at the time the treaty went 
into force. Only in Germany had the consolidation 
movement been reversed, because of Allied law. 
Powers of the High Authority 

Under the terms of the treaty setting up the European 
Coal and Steel Community, the High Authority of the 
Community has available two forms of action con- 
cerning consolidations in the coal and steel industries: 
it acts on authorization requests, and is also empowered 
to act on its own initiative concerning consolidations 
that are about to take place or that have already been 
consummated. 

1. Requests for authorization. A consolidation for which 
authorization is requested must, under the terms of the 
treaty, be considered favorably, except where it will 
have results specifically forbidden by the treaty; 7.e., 
where it will give an enterprise power to determine 
prices for an important part of the market, to control 
or restrain production or distribution or to create ob- 
stacles to the maintenance of effective competition, or 
to violate the rules of competition set up by the treaty, 
notably by giving the enterprise an artificially privileged 
position in obtaining resources. 

In acting on requests for authorization, the High 
Authority is required to take account of (a) the struc- 
ture of the Common Market (that is, the importance 
of enterprises of similar nature) at the time when a re- 
quest for authorization is received and (b) the extent 
to which the consolidation is justified to avoid or correct 
disadvantages flowing from inequities in the conditions 
of competition. Indeed, up until the date of the report, 
the High Authority had never refused authorization 
because the proposed consolidations never exceeded the 
level of existing consolidations. 

The authors of the report comment that for this 
reason the High Authority has been able to carry on its 
work mechanically, on an individual case basis, without 

developing an over-all policy on authorization. 

- _ Under the terms of the treaty, the High Authority 
may establish conditional terms under which an au- 
thorization is granted. The High Authority has, how- 
ever, not once used this right. 

2. Action on its own motion. The High Authority can 
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also begin investigations on its own motion when it 
learns that a merger may take place. In such cases it 
sets up a dossier on the basis of the information it has 
received so that it can act rapidly if a request for au- 
thorization is presented or if consolidation is carried out 
without a request for authorization. 

The High Authority may order dissolution if a con- 
solidation occurs that would not have received author- 
ization. The High Authority may also take action if an 
enterprise acquires so dominant a position that it is 
protected from effective competition in a substantial 
share of the Common Market. In such cases, the Au- 
thority can address recommendations to the enterprise 
in question, and, after consultation with the interested 
government, fix prices and conditions of sale for the 
enterprise. This provision covers consolidations con- 
summated either before or after the treaty went into 
force, by whatever means realized. 

The High Authority is expected to preserve confi- 
dentiality concerning its inquiries and decisions on 
matters of consolidation. This is understandable since 
prospective consolidation may not take place and in- 
discretion may have undesirable consequences for the 
interested enterprises. The report points out, however, 
that it is extremely difficult for the High Authority to 
exercise control if information necessary for judgment 
is not available. The High Authority has understood 
this need and is searching for methods of getting in- 
formation without violating secrecy requirements. 


Consolidations since the Treaty 


By May, 1957, the High Authority had completed 
inquiries in thirty-one consolidation cases, either by 
authorization or by a statement that authorization was 
not required. Of these, fifteen were for enterprises whose 
principal activity was in Germany, eight in France, 
three in Belgium, and five in Luxembourg. Three of 
these were consolidations of coal-to-coal, eight were 
steel-to-steel, two were steel-to-special steel, one was 
coal distribution-to-coal distribution, five were coal-to- 
steel, and twelve were steel-to-fabrication or mining-to- 
steel-to-fabrication. 

The High Authority investigated three consolidations 
in Belgium. Each of these was, however, important. One 
was the merger of John Cockerill and Ougrée-Marihaye 
into Cockerill-Ougrée, which today constitutes one of 
the largest assemblages of ferrous metals manufacturing 
in the Community. It controls around 34% of Belgium 
raw steel production and 4% of the raw steel production 
of the Community. 

Consolidations in Luxembourg since the treaty are 
of less importance, except for the acquisition of an im- 
portant Ruhr coal company by ARBED. 
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In Italy and the Netherlands the High Authority has 
not had to review any consolidations. 

The treaty did not require perpetuation of the de- 
concentration measures prescribed by allied legislation 
for Germany. Indeed, the Authority is required to 
follow a principle of nondiscrimination and to treat the 
deconcentrated German enterprises on an equal footing 
with other enterprises in the Common Market. Since 
1952, there have, therefore, been some horizontal com- 
binations among coal companies and among ferrous 
metals manufacturing enterprises. But most of the 
mergers since that date have linked ferrous metals 
enterprises with raw materials or fabricating enter- 
prises. Thus, Mannesmann, Klickner, Hoesch, and 
August Thyssen all have recovered their own coal re- 
sources and two other companies, Phénix Rheinrohr 
and Dortmund-Hoérder Hiittenunion, have obtained 
control of naval dockyards.! 

In France, the tendency toward consolidation has 
continued since the treaty. There, as in Germany, both 
horizontal and vertical combinations have occurred, 
with the majority vertical. It may be noted that in 
France a link between coal and steel is excluded be- 
cause of the existence of the nationalized Charbonnages 
de France. Although the French ferrous metals manu- 
facturing industry is regularly supplied by the Char- 
bonnages de France, the industry has been forced to 
find supplementary coal resources in other countries 
of the Community, notably in Germany. For this 
reason, ten ferrous metals manufacturing enterprises 
founded Sidéchar to buy the Harpen mines in the Ruhr. 
This transaction permitted the seller, the German, 
Flick, to acquire an interest in French ferrous metals 
manufacturing; 7.e., in the Forges de Chatillon-Com- 
mentry et Neuve-Maison. Another consolidation which 
occurred after the Common Market opened is the 
Lorraine-Escaut, grouping together Acieries de Longwy, 
Senelle-Maubeuge, and Escaut-Meuse. 


Problems Foreseen 


Although the size of consolidated enterprises in the 
Community is not great compared with large industrial 
units in the United States and Great Britain, certain 
problems are foreseen by the authors of the report. 


I. Many vertical consolidations have been designed 
to assure the steel industry of a regular supply of ma- 
terials. As a result, virtually all the iron ore mines of 
the Community have been integrated into ferrous 
metals manufacturing enterprises while integration of 
coal with metals manufacturing has also taken place 
wherever the coal industry was not nationalized. A 
growing portion of the coal production of the Com- 
munity is, therefore, tending to disappear from the 


market. This tendency toward centralization of a grow- 
ing part of the coal production of the Community in 
the hands of a single group of users is viewed with alarm 
by the authors of the report, particularly since the gen- 
eral objectives of the High Authority call for an increase 
in the consumption of coal. 


2. What have been the effects of consolidations on 
competition in the Common Market? 

The authors of the report state that, while most 
mergers since 1952 have had economically desirable 
results, such as reduction of costs, increases in security 
of employment, and facilitation of investment and re- 
search, a greater degree of consolidation can also set in 
motion certain types of activities that run counter to 
the fundamental principles of the treaty; e.g., pre- 
vention of equal access to sources of production, alloca- 
tion or exploitation of markets, price fixing, control of 
production, or creation of monopolistic positions. 


3. The report points out that there are also some 
consolidated enterprises that correspond only in small 
degree to the economic goals of the treaty, and which 
are inspired by financial, fiscal, political, or personal 
reasons. Without naming names, the report questions 
whether such consolidations are desirable for the de- 
velopment of the Common Market. 


Conclusions 


The High Authority has since 1952 proceeded in 
pragmatic fashion, deciding each case on its merits, 
without developing general criteria. This has resulted 
from the fact that investigation has been completed 
in relatively few cases and these have varied to such an 
extent that it has been difficult to make comparisons or 
establish standards. The authors of the report suggest, 
however, that in the future the High Authority should 
develop general policy principles concerning con- 
solidations, since it cannot establish an over-all coal 
and ferrous metals policy without taking explicit ac- 
count of consolidations. In this connection, the report 
makes certain specific comments. 


1. Consolidation within the coal industry. A high level of 
technical consolidation is desirable in the coal industry, 
where numerous outmoded facilities of limited capacity 
need to be replaced with a smaller number of modern 
facilities of larger capacity. A certain amount of financial 
consolidation will also facilitate new investment and 
intensification of research. The report recognizes, how- 


1 Since the date of the Fayat report it has been reported that fur- 
ther consolidation moves have gone forward in Germany, where the 
Krupp and Thyssen interests have made additional acquisitions that 
will give them “dominant” positions in the German market and in 
pe bape of the Community. (The New York Times, November 1, 

» Pp. 
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ever, that the major problems of financing investment 
m coal cannot be resolved solely by means of con- 
solidations. 


2. Consolidation of coal mines with ferrous metals enter- 
prises. Vertical integration of coal with steel production 
is very advanced in the Community, particularly in the 
Ruhr where more than 75% of coal production is con- 
trolled by ferrous metals manufacturing enterprises in 
West Germany, France, Luxembourg and Holland. If 
account is also taken of the coal mines controlled by 
other consuming industries, the nonintegrated portion of 
Ruhr coal production is relatively small. Although 
precise data are not available concerning production of 
coal in Belgium and the Netherlands, integration of 
coal mining with steel production has also attained 
considerable proportions in these areas. 

The report suggests that there is reason for concern 
about the growing integration of coal mines with ferrous 
metals manufacturing enterprises, because, on the one 
hand, a growing part of the Community’s coal pro- 
duction is disappearing from the market and, on the 
other, the ferrous metals manufacturing industry will, 
in the long run, become the principal consumer of coal. 
The report points out that although many arguments 
can be presented in favor of such vertical integration, 
there are also difficulties. Integration of coal with 
ferrous metals production can, in particular, constitute 
an obstacle to the development of chemical uses of coal. 
However, it is possible that rapid technical progress in 
the manufacture of ferrous metals may in fifteen or 
twenty years permit replacement of a part of the coke 
used in the production of steel by other primary ma- 
terials or sources of energy. The fact that ferrous metals 
manufacturing enterprises own coal mines may, there- 
fore, in time retard the application of new technical 
processes. 


3. Consolidation of iron ore mines with ferrous metals 
enterprises. Integration of iron ore mines with steel mills 
also presents its own problems. Thus, given the limited 
iron ore resources of the Community, it may be op- 
portune for ferrous metals manufacturers to try to 
establish direct relations with foreign producers of iron 
ore, for example, through the acquisition of shares in 
overseas iron mines. 


4. Consolidation among ferrous metals manufacturing 
enterprises. The report notes that consolidations have 
been particularly marked among ferrous metals manu- 
facturers, since costs of production vary inversely with 
the size of the unit. While new equipment is costly, it is 


’ suggested that installation of blooming mills may be 


indicated or continuous strip mills jointly operated by 
several enterprises. 
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5. Consolidation of steel mills with fabricating facilities. 
Vertical integration between steel mills and fabricating 
facilities appears normal and even necessary, particu- 
larly for tubes, wires, steel foundries, etc. In other 
branches of fabricating, generalizations are not possible. 
In certain cases, concentration is very far advanced and 
fabrication absorbs the whole or the greater part of the 
production of particular ferrous metals mills, for 
example, in the Schneider group. The report notes that, 
in an extreme case, this may create an “artificially 
privileged position,” if, for example, a fabricating enter- 
prise acquired control of all the ferrous metals it needed 
and as a result obtained a monopoly for its fabricated 
products. 


In summary, although horizontal combinations con- 
tribute toward the realization of certain of the objectives 
of the Community, such as the reallocation of output at 
the highest possible level of productivity, establishment 
of the lowest possible prices, development of productive 
potential, modernization and expansion of production, 
and betterment of quality, after certain size dimensions 
have been reached (which may vary with locality and 
the kind of enterprise) costs will tend to rise. Vertical 
integration is also desirable up to a point, but after that, 
it can have dangerous consequences. Finally, both 
horizontal and vertical “‘giantism” is deplored in cases 
where size does not result in improved production or 
consumption or where it risks the creation of monopoly 
positions. 


Recommendations 


While recognizing the difficulty of developing a 
general policy on consolidation, the report recommends 
that the High Authority take steps to formulate a policy 
for making decisions concerning consolidations in ac- 
cordance with its over-all coal and metals policy and 
with the objectives of the treaty. The report, therefore, 
recommends that the High Authority take advantage of 
its flexibility and make conditions for authorization 
dependent on whatever considerations it deems ap- 
propriate. It should also inquire into the limits on con- 
solidation which would be desirable. Such limits need 
not be fixed but should take account of the different 
ways in which consolidation problems present them- 
selves. 

The High Authority is also urged to take action when 
it sees that a monopoly will occur or is already in exist- 
ence. And, finally, in spite of the complexity of the 
problem, the report recommends that the High Author- 
ity develop a coherent and logical consolidation program 
based on a general policy concerning consolidation. 


Brrty Bock 
Division of Economic Studies 


Consumer Prices Stable at Year End 


STABLE prices marked the close of 1957. Taz ConFER- 
ENCE Boarp’s consumer price index rose only slightly— 
0.1%—in December. With this rise, the all-items figure 
for the United States stood at 106.0 (1953 = 100), and the 
increase for the year totaled 2.7%. 

The purchasing value of the consumer dollar was 94.4 
cents (1953 dollar = 100 cents), 0.1 cent below the previ- 
ous month and 2.5 cents below the year-ago figure. 

Ingredients in the November-to-December change in 
the price level were increases of 0.3%, 0.2% and 0.1% in 


On the upward side, cereal product prices were active 
in the cereal and bakery products group, as were fresh 
vegetables (up 1.6%) in the fruit and vegetable index 
(fresh fruits and canned goods were lower). Increases in 
manufactured dairy products were offset by lower egg 
prices. 

Solid fuel prices were seasonally higher, and there were 
slight upward movements in rents and household opera- 
tion costs. The sundries index moved higher under the 
impact of significant increases in personal and medical 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


1953 = 100 Rebased Indexes 
Housing 
All All 
Purchasing 
All Food Fuel Furnish- | Apparel Boor Sundries | Value of ( Binet joan 
Items Total Rent |Power and| ings and Dol 1989=100)} —=100 
Water |Equipment 

1956 November.| 103.2 100.5 103 .6 108.5 105.3 99.5 100.7 107.7 105.2 96.9 187.3 117.4 
December .| 103.2 100.5 103.7 108.6 105.5 99.8 100.7 107.9 105.4 96.9 187.5 117.5 

1956 Annual av.| 101.9 99.0 102.9 107.8 105 .0r 99.3 100.0 105.0 104.2 98.1 185.1 116.0 
1957 January...| 103.4 100.2 104.5 108.7 107.8 99.8 100.8 107.8 105.5 96.7 187.8 17 33 
February 103 .6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188.2 117.9 
March. . 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 188.4 118.1 
LN hos 103.9 100.6 105.4 109.4 108.8 100.5 101.1 107 .4 106.3 96.2 188.7 118.3 

May eter. 104.1 101.1 105.4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
June...... 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
Julyaeeecr 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August.. 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September 105.3 103 .6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October. 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December .| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 


+0.1 
eat 


11/57 to 12/57. . 
12/56 to 12/57... 


r-revised 


Se OeL 
+8.1 


+0.2 
+2.5 


+0.1 
+2.3 


the sundries, housing and food indexes. Apparel prices 
remained unchanged, and a 0.1% decline in transporta- 
tion costs provided a slight counterbalance. 


The Increases 


The small increase in the food index reflected counter- 
balancing movements among the various food groups. 
Fruits and vegetables were up significantly, cereal and 
bakery products slightly. The dairy products and eggs 
index was unchanged, while a decline in the meat, fish and 
poultry and the “other food” groups almost offset the 
increases. Prices for beef and fish were high enough to 
counteract the 1.6% drop in pork prices so that the total 
decline in the meat, fish and poultry index was only 0.1%. 
The “other food” group moved down 0.3% under the 
impact of a 1.1% price cut for coffee. 


78 


0 0 
Lae | +173 | 


onl 
eed 


+0.3 
+3.3 


+6.1 
+2.6 


+0.1 
+2.6 


care charges, and lesser advances in recreational costs and 
alcoholic beverages and tobacco. 


The Other Groups 


Both men’s and women’s clothing prices remained un- 
changed from the previous month’s level and a slight 
increase in clothing material and service costs was too 
small to affect the over-all apparel index. The only group 
to register a price decline over the month was transporta- 
tion. Higher public transportation rates were more than 
offset by lower automobile prices. 

Compared with a year ago, all major index components 
were higher. The largest increase, 3.3%, was in sundries. 
Food followed with a 3.1% rise and housing was up 2.5%. 
Transportation costs were 2.1% higher, and apparel 
prices rose 1.8%.—H. B. J. 
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SELECTED BUSINESS INDICATORS 


1957 1956 


Chartbook 
Page* 


Series Unit 


Decemberp| November | October December 


_ | || | 


Industrial production 
5 PROC AU ET SOR esc tetes ate Mo aie ote Sie aes athena Grehe 1947-49=100 S$ 136 139 141 147 
web e ea 0.0) & yore leabeyerentaey alee 1947-49=100 S 148 153 154 167 
muaansitg (ertraeraie onsterereraie eyes 1947-49=100 S 127 128 130 130 


Wholesale prices 


II PNILICOMIMOCICLES nie, 2) Pon ee aieia sais. Skrossusiiaielors cahaelow ens 1947-49 = 100 118.4 y 118.1 178 116.3 
PU AESURUe wie] ae, sv erats (clave iuleraie Celera terse we 1947-49 = 100 92.6 91.9 91.5 88.9 
May eheneis: suo: eMac 0) Rite a awe atewetA emekets 1947-49 = 100 126.0 7125.9 125.8 124.7 


Consumer prices 


PSMbLLeTIS HUNT orcas hate el tic.< is siishau ag eis'eeBiohue 6 or 1953=100 106.0 105.9 105.4 103.2 
1 3 ENO ONT OrdS ) etedeterer sis crajorcreenrinis mieisus fxescus raceme Cieviue ws 1953=100 103.6 103.5 103.5 100.5 
AN itemsy CEES) cacy csr cnsivionstolaysie sia brn ee Ns woe 1947-49 = 100 121.6 121.6 121.1 118.0 
Dod (CEES eaters. oh Si cvcisity «ooh crepe wciSe nies ae 1947-49 = 100 116.1 116.0 116.4 112.9 
Prices received and paid by farmers 
15 Prices received SU Gisele s “ohk lots) a kiels ete psieisy ave Sepecmueratie! «'s fare 1910-14=100 242 242 240 235 
Prices paid QCD 1910-14=100 299 298 296 290 
Drea Ve VAL ete epee nectar tere eee ere arene ohetern Seren ero 1910-14= 100 81 81 81 81 


Employment and unemployment (Census)* 
Metal la pois fone yay. Mie date aie icjals ciyoveicis ss ke SPs = x Thousand persons 70,458 70,790 71,299 69,855 
ISgitAnMeADGr fOrGE ns eis. ac He ek do's ds aca GK ae ae Thousand persons 67,770 68,061 68,513 67,029 


17 


Civillanvemployment’ ose. cee ec decrees Hoe es Thousand persons 64,396 64,873 66,005 64,550 
Noentarmremplovment sje. o0 cues ohare Sela sore sie bs Thousand persons 59,012 59,057 59,168 59,440 
imemployment. ico neato te ls eee rine Se Thousand persens 3,374 3,188 2,508 2,479 


Nonfarm employment (BLS) 


Totals... 4 APSE See eee Thousand persons S$ 51,895 752,237 752,469 52,541 
19 Employees injmantiacturing. |. Ws akles > lee os eisow Thousand persons S 16,281 716,474 716,604 17,106 
Employees in nonmanufacturing................. Thousand persons S 35,614 735,763 735,865 35,435 
Production workers in durables manufacturing..... Thousand persons S Ae Te tyede r 7,350 7,790 
Production workers in nondurables manufacturing. .| Thousand persons S 5,304 r 5,342 r 5,367 5,507 


Average work week 


21 PRED APRASE TESA CELIBU EN or ayaa arte aisigia ew valorarsife else alone“ cares Hours 39.3 ¥ 39S 39.5 41.0 
Dinrables ManviaGtiring). 0. a6, iocis.s ss ves. s eek wees Hours 39.6 fe aha tl r 39.8 41.9 
Nondurablesimanufacturing.. 0.55.0 020 000000. Hours 38.9 38.7 r 39.0 39.7 


Average hourly earnings 


23 Alina n ia CEUTIN SiG cise chale o-oo ws ie loteustteveh Sree Dollars joshi Ce xe atel 2.09 2.05 
Durables manufacturing ono co cie gsc owisisn sees viens Dollars 2.24 2.24 2.23 2.18 
INondtrables manufacturing... tees occ 0 08 5a,55.0.08 Dollars 1.92 1.92 1.90 1.86 


Average weekly earnings 


25 Tina nUSOCEMTINS soc cisic'e cPerw ona. o aicbd Deus si wesle eens Dollars 82.92 7 82.92 82.56 84.05 
PP UTAMICH TIATINACLULING 6 wales gcc « shevete cre erere el orale s Dollars 88.70 r 88.93 r 88.75 91.34 
Nondurables manufacturing 2... 2 2.00. sev aielelie os Dollars 74.69 74.30 r 74.10 73.84 


Personal income 

97 RS rete a, sei cisistcne ete sie ee vis Syria ate eine ee mip Billion dollars S A 342.8 345.4 345.9 334.8 
FICE: FAO PROT CRN CURE CR neR Ae Ren hc Billion dollars S A 246.8 r 247.5 248.1 243.0 

Ree Re ei, cae, eae aetna Pere Billion dollars S A 102.8 7 104.7 104.6 97.7 


Instalment credit 


31 BY xt eTai nin Mie ateiel eres cia ehciels ate esate wis cksl ore anmhnroraiontey Million dollars S 3,600 3,558 3,541 3,451 
REpAVIICHISee Se ee CO ee een rine Million dollars S 3,400 3,395 3,358 3,241 
Instalment credit outstanding................+.-- Million dollars 34,100 33,596 33,504 31,827 


New construction 


Ee NER oP by) RRS A NOOR MIDE Ae SIC. Million dollars S A 48,612 748,516 748,768 46,848 
37 PINEAU IRL VCCI ae ccs cre isles oce <1 wc Spel olny Shellere  avenaietete Million dollars S A 34,248 734,116 733,996 33,588 
Private nonfarm residential...............+0ee00s Million dollars S A 17,328 717,208 716,968 17,520 


Business sales and inventories 


PROLAL INV EREOTICR | ets wa Stee wos be We as dele, eS Ure Million dollars S n.d. 90,900 791,100 88,5005 

PROCAL MALES re rretn sine eave ecete diced wise amiee Se op snes Million dollars S n.d. 54,900 55,700 56,3005 

39 Manufacturing inventories. ......+.-eeeeeeeeeees Million dollars S n.d. 53,797 754,103 52,2106 
Manufacturing sales... cess cscs ncssncncvernscess Million dollars S n.d. 27,386 728,064 28,480b 

retail TLV OLLUOTIGS cicras alc e:eutie reise) Gerd bis 2,2 vials 9) 5) Million dollars S$ n.d. 24,290 724,220 23,4906 

Retail Saleda te cg rb ile «eB cwicts ole Me cuentas Million dollars $ n.d. 16,556 16,714 16,2126 

Retail trade: Durable goods stores 

Inventories..... : aero PT OCT etre Cn Ore Million dollars S n.d. 11,200 710,950 10,4206 

4] BN ia oicsial cceeete Sal sietalele: erene@ ieiviaehoeieis audi sal sie. Million dollars S n.d. 5,606 5,612 5,6646 
1 * n.d. 2.00 1.95 1.845 


Retail trade: Nondurable goods stores 


Laie PME D4 MMe. hore rast ele aie iatansilater S oLayavet ans wie Million dollars S n.d. 13,090 713,270 13,0705 
Sean eigen AOR RT ie e G Miilion dollars S n.d. 10,950 11,102 10,5476 
sar wuRaloastakin.gt:t «aks let eedae- eee. * n.d. 1.20 1.20 1.24b 


Durables mfg.: Sales and inventories 


Dei Me alll OA A isarth Lina oo aac Million dollars S n.d. 31,380 731,754 30,6476 
deh eng abe alent ed 2K. ees ee. Million dollars S n.d. 13,505 713,932 14:2945 
ec Sales UO Pe 1. cctee Sookie aes. * na. 2.32 2.28 2.146 


Nondurables mfg.: Sales and inventories 
Inventories. 6.04... e%0s see ew Galetate ate areictemenst ss 


Splice tetaietuacdiane «9. ae age" anal G.6 0° e 6/4, 6) 8 a 6-0 0.6. oe 8807010008 


Inventory-Sales ratio. ..............++++-+-- +s: 


Million dollars S n.d. 22,417 722,349 21,5636 
Million dollars S n.d. 13,881 714,132 14,1866 
* 
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Chartbook 


Page Series 


Merchandise exports and imports 
Exports® 
Imports 


49 
51 


Merchandiseexport surplus (incl. grant-aid shipments) 


Federal budget receipts and expenditures 
Defense expenditures’ 
For quarterly data see below 


Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers? 


Bank loans, investments and reserves 
Loans! 
Investments!® 
Borrowings! 11 
Excess reserves!® 
Commercial, industrial and farm loans” 


Diffusion index 
Industrial production 
Diffusion index 
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Eight sensitive business indicators 
Residential building contracts 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


Series 


Change in business inventories...............005. 
Minas deniand teers oe. oha tices oie a ats tees -orelals. waiters 


Components of gross national product 
Personal consumption expenditures............... 
Change from previous quarter...... Atel cncetneene eae 
Gross private domestic investment............... 
Change from previous quarter.............e00-. 
Government purchases of goods and services....... 
Change from previous quarter............0-0085 


| 


Disposition of personal income 
Total personal income....... ie Rrojsusaeutnsyevs onplsseterete ote 
Disposable personal income.............eceeeee0- 
Personnal consumption expenditures.............. 
Personaliisa vin ge ii... o.catbhee es acare ah oe: dua tie aD te 


a | 


Corporate profits 
Net before taxes..... be eueierete Se mreie Cele State c meteor tiets 
PAX pia DLLIC Wieee cet sterais-2.c sity toretatan neue nl eine ettenteetonte 
INGESDFOLITS MMA gress fists Chovsie ete soni te elec uteovape ocho oaks 
Dividend PayMents) &,<:. qemlesoets 1 emia erie 
Retainedsearningg xs ic si. satin a rigs octet oer RE 


Business expenditures for plant and equipment 
EN GEE ope eestnns oie Shoe 6 sities cnacs oelvaieitliontne ere rete Mita 
Manufacturing industries... jen ee cree ecle ni ce eee are 
Nonmanufacturing industries. .......0...6.senee5 


Federal budget receipts and expenditures 

MV eCeiptalrerte re el skete senieis erdiotere ee Miers wre « erutiette hana y 
REXPENGILUTES.s an caiste ro sesuenry tere aeneecooe aioe SOE 
Cumulative surplus or deficit’. .................. 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tux ConrerEnce Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. Lf if _ 

1 Includes interest, taxes and wages, 2 Prices received divided by prices paid. * Be- 
ginning May 1956, data based on $30-area sample. 4 Excludes personal contributions 
to social security, included in components. 5 Includes wages and salaries and “other 
labor income.” Includes grant-aid shipments. 7 Military functions of the Defense 
Department. ® Demand and time deposits adjusted to exclude U. S, Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks, 


Billion dollars S A .0 .0 3 .0 
Billion dollars S A —3.0 2.0 1 Wf ae | 
Billion dollars S A 436.0 437.0 432.6 420.9 
Billion dollars S A 282.5 283.6 278.9 Be ps Ae | 
Billion dollars S A —1.1 4.7 232 = Se f 
Billion dollars S A 61.0 65.5 65.0 68.5 
Billion dollars S A —4.5 0.5 23 30 
Billion dollars S A 87.0 86.7 86.9 82.8 
Billion dollars S A 0.3 —0.2 g AAS ee: 
Billion dollars S A 344.5 346.5 342.8 334.5 
Billion dollars S A 301.0 302.9 299.9 294.0 
Billion dollars S A 282.5 283.6 278.9 272.35 
Billion dollars S A 18.5 19.3 21.0 21.7 
Billion dollars S A n.a 41.8 42.0 40.85 
Billion dollars S A n.d. 21.3 21.4 20.85 
Billion dollars S A n.d. 20.5 20.5 19.96 | 
Billion dollars S A pe 12.6 1255 1t5 
Billion dollars S A n.d. 7.9 8.0 7.85 
Billion dollars S A 37.47a 37.75 37.03 36.46 
Billion dollars S A 16.164 16.37 16.25 15.81 
Billion dollars S A 21.31la Zisss 20.78 20.65 
Million dollars 13,914 15,410 21,186 13,414 
Million dollars 18,116 17,944 18,121 17,439 
Million dollars —6,735 — 2058 1,646 —5,732 


1957 


December~| November | October 


Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
7S 


TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


Thous. sq. Ag : sp. rd 
Thous. sq. ft. fl. sp. 
Million dollars S 15,7760 
40.5 
92.9 
49.89 
10,842 
1,041 


1941-43=10 
Number S$ 
Number S 


IV II 


Quarter 


ir ar Pe, ome 18 Gross oe 
, .4For fiscal year beginning J bE 
seasonally adjusted. A-annual rate. a-ant icipated. For the I matter of 1958 
anticipated outlays are: Total, 35.52; Manufacturing, 14.96; and Nonmanufacturing, 
20.56, b-November, 1956 for monthly data; III Quarter 1956 for quarterly data. 
p-preliminary. r-revised. * End-of-month inventory, divided by sales during the — 
month, f Debits (annual rate) divided by deposits. +t Diffusion index stated as 
the average duration in months of expansion or contraction. _n.a.-Not available, 

Chartbook of Current Business Trends, (Fourth Edition), Tae ConFERENCE BoaRp 
1957. Copies available to Board Associates on request. ; 


11 From Federal Reserve Banks. 12 Weekly reportin; 
products less change in business inventories. 
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(Other Current Publications of The Conference Board 


Management Record 


for January, 1958 


Barriers to Communication—Despite elaborate communica- 
tions programs, many companies are failing in their efforts to 
communicate effectively with their employees. What gets in 
the way? What goes wrong? In order to find out, the Board 
queried 750 managerial employees. Their answers, which are 
frank and often disconcerting, point up many of the barriers 
that are operating within companies today. 


College Recruitment in 1958—How is the current employ- 
ment picture affecting the college recruitment plans of the 
average company? This yearly report indicates that demand 
for new graduates is lessening but that starting salaries are 
continuing to rise. The article shows what companies can ex- 
pect when competing for the 1958 graduate. 


Company-Sponsored Fellowships—in possibly the first 
study of its kind, the Ethyl Corporation interviewed all the 
recipients of its 21-year-old fellowship program in order to 
learn what these people are doing today and to what extent 
the fellowships have helped them in their careers. The findings 
should be helpful in the midst of current talk on ways and 
means of encouraging the nation’s scientific talent. 


AFL-CIO Convention Highlights—With many major labor 
contracts due for renegotiation in the next few months, bar- 
gaining goals were an important item on the agenda of the 
recent AFL-CIO convention. The delegates passed a resolution 
calling upon the member unions to continue to seek higher 
wages in the face of expected lower employment and higher 


prices. 


Other Recent Personnel Policy Studies: 


The Company and the Physically Impaired Worker..... S.P.P. 163 
Sharing Profits with Employees..........---+-+++ee+> S.P.P. 162 
Selecting Company Executives.........-+--++eeeeeee S.P.P. 161 


Executive Development Courses in Universities. ....... S.P.P. 160 
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Raise or no raise— 


employees can still be dissatisfied if they feel that 
the salaries they get are not properly related to 
the importance of the job they are doing. 


For fourteen job categories, the median salary and 
the salaries paid the middle 50% of employees are 
arrayed in the Board’s most recent Studies in Per- 


sonnel Policy. 


These are salaries paid in twenty cities by 729 
companies to 70,000 workers. 


A description of reporting companies and salary 
data are summarized on a single page for each 


city. 


Keep account of salary and job levels with— 


Studies in Personnel Policy 
Number 164 


For Those Who Follow the 


"Weekly Desk Sheet 


of Business Indicationsi 


*carries a running account of the behavior of 
21 significant ipgicators of business activity— 
a. for wher recent week 
b. the prior week 
c. the % change from year-ago week 


fcovers the movement of each indicator over the past two 
years and starts the line of movement off for 1958. You 
then extend the line week by week. The three lines are of 
different colors and each of the 21 charts has a note 
defining the indicator 


74 New Edition of the 


"Chartbook 
of Weekly 
Business 
Indicators 


Associates who desire a copy must write t 
Conference Board requesting it. Those whe 
need them may have additional copies at | 
each (quantities cost less). A supplementary 
booklet, sent upon request only, takes the 
back to 1946. References provide for « 
comparable data 


